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Table 5 . Permanent Fund Principal and Earnings 
1976-1 990 

Petroleum Permanent 

Revenues 25% Contri- Permanent Fund 

Subject t o b ut ion to Fun d Earnings 

Fiscal Perma nent Fund 1·~ Permanent Fund Balance at 8\ 

Year (millions) (million s ) (millions ) (millions) 

1976 $ 41. 6 $ 10.4 $ 1 0 .4 $ .83 2 

1 977 38 . 8 9.7 20 . 1 1 . 608 

1979 448.2 112 .1 132 . 2 10 .576 

1 9 79 569 . 2 lli2. l 274 .3 21. 944 

1 990 790 .0 195. 0 469.3 37.544 

1981 99 1. 4 220. ll 609.7 55.176 

1982 1,001.0 250 . 3 940.0 75.200 

1983 1,172.0 293.0 1,233 . 0 98.640 

1984 1,269.5 317, 11 l , 5 5 0 • 1• 1 24.032 

198 5 l , 33ll,3 333.6 l,89lL0 150.720 

1986 1, 397 . 8 349.5 2,233. 5 1 70.6 90 

1 987 1,4117.6 361. 9 2 , 595 . 11 207.632 

1989 1,4 30.7 357.7 2,9 53 . l 236.240 

1 999 1 ,3 36. 7 3311 . 2 3,207.3 262.9 84 

1990 1'2 911. 11 323 . 6 3 , 610 . 9 288.872 

*Uonuscn , roy alties , and fedeval sh~rcd revenues from 
Co ok I nlet a n d Prudhoc Bay only . Thu s , se veran ce tax 
income is not included , nor arc a ir y po te ntial rev e n ues 
from additional state oil and gas leasing. 

Sources : De part me nt of Re v e nue data, July 1 976, for 
FY 1976 t h ro u g h FY 1.905, ISER oxt t•a po lation s 
for fY 1906 through FY 1990. 



Table 7. Alaska Land Status After State Se lections 

Millions of Acres 
Amount Percent 

Total Area 375.3 100 . 0% 

Federal Res erves 226 . l 60.2 

Nati ve dnd Other Private 41• . 7 11. 9 

State Lands Selected 1011.5 27.8 



&'TATE OF ALASKA 

MEMORANDUM 

TO: Corrmissioners DATE: August 10, 1977 
Governor's Office Staff 

FROM: Fran U Director SUBJECT: Public Forum O,Zestions 
Policy De\ lopment and Planning 
Off ice of the Governor 

Attached is a first draft of the Public Forum's presentation of the 
Permanent Fund: a background paper explaining the Fund and the 
questions which could be presented by the Forum. 

On Monday, At:gust 15 ui.: 3:00 p.m., the r2rmanent Fund Public 
Participation working Group will meet to discuss proposed changes in 
the issue paper and questions. Your participation by attendance or 
written corrment would be appreciated. 

Thank you. 

FAU/ljs 

Attachment 



I. INT.OODUCTION 

The intent of this background paper is to further inform Forum 

participants about the Alaska Permanent Fund - how it evolved, present 

management, possible future roles, and investment and management 

options for its principal and earnings. '!his paper also describes in 
. 

greater detail the main issues to be resolved for drafting the 

legislation to implement the constitutional amendment. 'lllese issues 

form the basis for the questions which are being asked in this year·s 

Forum. 

An overwhelming majority of Alaska voters approve6 an amendment to the 

State constitution last November which provides that at least 25 

percent of certain State non-renewable resource revenues be placed in 

a permanent fund. •rhe amendment requires that the fund· s "principal 

shall be ll!'ed only for thos~ income-prcYJucir.g investme!"'ts" the 

Legislature designates as eligible for Permanent Fund money. The 

runend111A~nt also provides that income from the investments will go into 

the Sblte · s General Fund (where all other revenues and taxes are 

deposited) unless the Legislature designates that income for other 

purposes . 

ln 1978 the Tenth Alaska Legislature will consider several ~if ferent 

proposals for management and org'1nization of the Fund and use of the 

Puna·s c'1rnings. A great deal of work has already been '1Ccomplished 

.. 



by the Admi~istration and the Legislature in developing background 

~nformation for these proposals. The Administration, through the 

Department of Revenue, has already consolidated their eftorts into a 

"discussion bill," HB 298, described later in this paper. Research 

and analysis continues as policy makers prepare for the debate which 

will take place during the 1978 session. 

The Public Forum will play a large role in this debate. In addition 

to research on technical questions, policy makers also seek 

information on how the public vjews the issues pertaining to the 

Permanent r"'und. They must (ind out wnere the public wants to go 

before they can devise institutions and policies which get us there. 

Thus the Public Forum will be used as a major vehicle to uncover 

public opinion, and people·s ideas, on how to make the Permanent Fund 

work toward ou·c corrmon visions for Alaska. 

II. TUE PUBLIC FORUM 

Before we explore the details of the Permanent Fund, some information 

about the Public Forum and last year·s results will help put this 

year· s questions and discussion into perspective. Who participated in 

the Public Forum last year? ~11hat did they have to say about out oil 

wealth, and the Permanent Func.1? 

To paint a visual image of the 3,714 /\laskons from Metlakatla to 



Barrow who addressed the current issues facing their State through the 

Public Forum work•;hops or questionnaire would be nearly impossible. 

They were as diverse as the spectrum. The youngest was ·13 years old. 

The oldest was 94. 'Ihey were whalers, doctors, teachers, school 

children, government workers, hanesteaders, t::x::x>kkeepers, fishermen, 

and waitresses. The responses were weighted most heavily in the 

professional-technical category. And twice as many men as wo~en 

participated. 

Length vf residency seemed a strong indicator of cornnit~nt to the 

State and its future. Nearly two-thirds of the Public Forum 

participants have been residents of the State for ten years ur more. 

~nd at least a third have lived in Alaska for over 20 years. 

Overwhelmingly, it was this segment of the population who chose to 

speak , and desired to be heard by the men and women who have some 

influpr,ce in the dP.Cisior.-m.3king proces~. What did tht=!y hc:·1e to say? 

'l'hroughout Alaska there was resounding concern for renewable resource 

industries. They were ranked, by a wide margin, as the highest 

priority foL Permanent Fund money and the second highest priority for 

all additional oil and gas wealth. 

'!'his concern for renewable resource industries transcended community, 

regional and professional boundaries. llowever, the definition of 

those industries was colored by regional perspectives , ranging from 

' ' 



aquaculture and experimental farms to utilization of solar and tidal 

energy. 
. ' 

Alaskans participating in the Public Forum also wanted to preserve the 

integrity of the Permanent Fund. They wanted to insure that it indeed 

remains a "permanent" fund. 'Iheir second choice of "save it" reflects 

the desire for secure investments - those with guaranteed earnings and 

high returns. (Furtherrrore, there was considerable support in the 

r.econd half of this question for increasing the size of the Permanent 

Fund by incredsi~ the percentage of revenues flowing into it.) 

Each of the five regions expressed differing degrees of concern for 

the options listed under the Permanent Fund question. (Table 1.) 

While loans to renewable resource industries drew substantially high 

. votes across the board, it was clearly the coastal respondents who 

out-distanced all others in their support for this option. 

Considering their economic base, that interest is probably equated 

with fishing and possibly forestry activities. 

The Southwest had a higher percentage of people who marked "Loans to 

Corrmunities" as their first choice . 'I'his option had healthy 

encouragement state-wide. However , while some communities in the 

State desired this option, many may not have sufficient tax base to 

repay such a loan. 

Like hand in glove, Interior and Southcentral followed each other 

closel y in the degree of importance they attached to each choice for 



the Permanent Pund monies. On the whole , they tended to be more 

supportive of i ndustrialization which was not a l arge vote getter 

state-wide. 

wnile Alasl«.,.L:J were eager to us~ the Permanent Fund to support what 

many described as a potentially "risky" business with long-term 

benefits - i.e., making loans to renewable resource industries - some 

also wanted immediate, tangible prex>f of our new wealth. (Table 2.) 

Th~y favored tax cuts. Under the question of use of surplus oil and 

gas revenues which are not included in ti1e Permanent Fund, this was . 

the only option which exceeded "Loans to Renewable Resource 

Industries" in popularity. 

Interestingly, tax cuts received th~ highest bid from those who did 

not attend the Public Forum workshops but merely filled out a Forum 

questionnaire. 

'rhis seems to indicate that wh•. peopl e gathered to bounce ideas back 

and forth, they tended to relinquish personal desires for corrmunal 

benefits . The wide discrepancy in percentages on tax cut votes 

between questionnaire respondents and meeting-goers was made up in the 

workshops by stronger suppor t for l ou.ns to conmunities, corrmunity 

revenue sharing , corrmunity grants and loans to renewable resource 

i ndustries. 

~l'here was significant concern expressed foe community assistance 

through corrrnunity loans , corranunity revenue shacinq , and grants and 



State services. Communities seemed to desire greater control over 

local services. 

I1:dt:strial loans (i.e., loans to non-renewable resource industries) 

djd not accrue substantial support. Loans to individuals, which lies 

at the bottom of the list of options percentage-wise, appeared 'to the 

majority of participants the least desirable investment. 

This year·s Public Forum will explore further the many questions about 

the Permanent Fund by building on these results . What did Alaskans 

mean by renewable resources? What goals and objectives li~ behind 

Alaskans· supf?Ort for such industries? The Forum will also address a 

number of other questions critical to the upcoming effort to draft 

legislation, including the problem of management of the Fund, 

accountability of the Fund·s managers , whether the highest possible 

rate of return should be the investment objective, and whether or not 

the Fund chould be used to ~ubsidizP. ce~tain industri~~ 0r projec~~. 

The following br ief history of the Fund should provide background 

useful for the considera tion of these questions. 

III. EVOLU'l'ION OF 'l'HE PERMANENT FUND 

The Permanent Fund idea in 1\laska gained popularity only after t he 

$900 million North Slope lease sale in 1969 . Following thi s sale , the 

Brookings Institute conducted a series of seminars concerning "The 



Future of Alaska ." More than 100 Alaskans were invited to attend, 

ex;;>lore some of the major emerging policy issues, and set future goals 

and a practical policy plan for Alaska's future. The participants 

agreed that the "Alaskan way of life" should be preserved. They 

defined this life-style as one which combines the conveniences of 

technology innovation with the opportunity and values of living as 

close to nature as possible. 

After the Brookings seminars, several bills were introduced in the 

1970 legislative session .> establish some sort of "perrr.anent fund" 

with the $~00 million. However, other more i.JTmediate uses for the 

money wece judged to be more important, and no permanent fund was 

established. 

lhe 1974 Legislature passed a bill creating the Alaska Renewable 

Resources Development Fund. This legislation provides that not less 

that fiva percP.nt of non-renewable resources income will be deposited 

in a seperate fund beginning July 1, 1978. Monies can be appropriated 

from the Fund only for capital and operating expenditures for the 

rehabilitation, enhancement, and development of renewable resource 

progra1ru;. 

Another bill, which would have created a pe~manent fund by statute , 

passed th\'~ Legislature in 1975. However, because the creation of such 

a fund by s tatute instead of by constit1.:1tional amendment would nevec 

be truly "permanent ," the Governor vetoed it and introduced House 

Joint Resolution 39 , requiring a vote by the people to adopt a 



constitutional amendment to establish the Alaska Permanent Fund. The 

~oters approved that amendment in November 1976 ~y a margin of nearly 

nine to one. 

The amendment lifted the prohibition against special dedicated funds 

to allow a minimum of 25 percent of all mineral lease rentals, royalty , 

sale proceeds, Federal mineral revenue-sharing pa.Yments, and bonuses 

to accumulate in a special fund separate from the General Fund. 

Understanding the difference between Permament Fund principal and the 

income the investment of principal earns is important . The principal 

represents Alc:tska · s mineral weal th transformed into dollars through 

the sale of natural resources to private developers. 'rhe only 

restriction on the use of the principal of the Fund is that it must be 

for "income-producing investments" nnd, therefore, not for the general 

operating costs of government. The major task of the Administration 

and the Legislature is to determine to what specific uses (i.e., 

investments) these dollars should be put, and how to accomplish it. 

Last year's Public Forum response was to use the Fund for renewable 

resources. This y~ar we seek to clarify this resex>nse, and ask some 

additional questions on how to achieve your. objectives. 

IE the Fund is invested wisely, the income produ~ed by the investment 

will yield a fairly certain recurring return on Fund investments. The 

income from these investments will bf~1 deposited in the State · s General 

Fund unless otherwise provided foe by law. Government decision makers 

must determine where and how to use th~~ Fund· s earnings which, unlike 



use of the principle, need not produce income. 

As with the $900 million North Slope lease sales, many pressing ne~rls 

exist for the billions of dollars which the State -will receive in 

revenues from North Slope oil production and from future sales, 

leases, royalties and taxes from other areas. Nevertheless, these 

riches present a serious dilerrma as well as a n'Ol'llentous opportunity 

for your government and the future of Alaska . 

The prob!.em is that our mineral sale revenues have recently been 

financing about 60 percent of State expenditures . Since oil and gas 

deposits are finite, this source of money is ultimately limited. This 

situation is of great concern to the Governor . The State is presently 

deliberal.:ing how to move from a dependence on this single 

unreplenishable source of funding to sources based exclusively on 

continuing State economic activity, without substantially reducing 

services , disrupting the growth of the Alaskan economy, ·or saddling 

the populace with a large tax burden in the shor t run . Although 

substantial oil revenue seems assured for at least ten years (with 

possible interuptions), how will we pay for government if revenue from 

mineral sources ultimately declines? 

The opportunity presented by these oil revenues lies with how much oil 

revenue is used for State expenditures and how much is placed in the 

Permanent FuncJ. The constitutional amendment provides that at least 

25 percent of these oil revenues be placed in the ~ermanent Fund, 

which .leaves up to 75 percent for the General Fund (.from which State 



expenditures are made). It will be up to the Legislature to decide, 

by either fixing in the enabling legislation or on a year to year 

basis, whet~er more than 25 percent should go into the Fund. This 

will d(::pend on the need for State expenditures, the amount of oil · 

revenues caning in relative to that need, and on the uses to which the 

Permanent Fund will .be put. If we use most of our oil wealth -to 

finance ongoing State Government, it will meet public needs but it 

will also serve to increase our financial dependence on oil. Thus, 

part of the future role of the Permanent r'und will undoubtedly be to 

either s~,pl-?ment the General Fund with earnings from Fund investment:> 

or to help create a tax base to provide new State revenue sources· or 

some mix of the two. 

'l'he role of the Permanent Fund in this context is the focus of this 

part of this year's Public Forum. 

The Gover.,or anticip~ted voter approval of the Permanen~ Fund 

amendment, and in August of 1976, he temporar:ily expanded the 

membership and duties of the State Investment Advisory Ccmnittee. The 

Corrmittee is charged by statute to advise l.:he Commissioner of the 

Deparwmt of Revenue on investrrent r.x>licy for the State. He appointed 

additional members from the general public and the legislative and 

executive branches and directed the entire l:xxJy to study and report on 

the estimated size, investment goals, management, organization, and 

public inl:erest in the Permanent Fund. 

'rhe State Investment Advisory Cc:iimtittee identified several key issues 
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which required resolu~~on, conferred with consultants, and pt.:rluced a 

draft bill proposing a structure for the Permanent Fund. To arrive. ~t, 
' ' ·its findings, the Corrmittee eXaillined consultants· reports on ·many of 

the resource-based monetary funds and development banks throughout the 

world. 

. ' 
In March of 1977, this proposal was introduced in the State Ho~Jse to 

begin debate on the structure of the Permanent Fund. The bill (HB 298) 

would structure the Permanent Fund essentially as a development bank. 
J 

Such a structure is premised on the belief that enough money will 

accumulate in the Permanent Fund, and that this money can be 

successfully applied, to allow diversification of the Alaskan economy. 

The development bank as proposed by the SIAC would hava a two-tiered 

management system, a policy board with overall policy-m:.king power, an1 

a conmittee under the policy board to approve specific investment 

proposals. The bill gives the president of t.he Fund's corporation 

strong executive power and principal responsibility for presenting' 

investment proposals of at least 40 percent of the Permanent Fund in 

high~rade securities, up to 30 percent in Alaska development loans, 

and up to 30 percent in comnunity projects and private dwellings. 

A second proposal was developc<l from the original SIAC proposal which 

aiffers in level of funding and provision for confirmation of policy 

board members. House Bill 298 calls for deposits of 50 percent o.f 

proceeds ft0m bonuses , mineral lease rentals, royalties, and Federal 

mineral revenue-sharing payments, while House Bill 300 includes 100 



percent of bonus payments and the same percentage from other sources. 

Except for the policy board appointment power of the Governor (which is 
"' it, 

subject to legislative confirmation orU.y.under the provisions of H.B. 

300), either proposal would operate the Fund rather independently from 

the executive or legislative branches of State Gove~cvnent. 

"\: 

In 1977, the Legislature passed an interim Permanent Fund management 

bill that will stay in effect until specific invesbrent objectives and 

management structure have been thoroughly examined and agreed upon. It 

directs the Comnissioner of the Deparbnent of Revenue to invest 

Permanent Fund money into various "money-market instruments," such as 

U.S. treasury notes, certificates of deposit, and high-qrade securities 

(not stock), all of which are relatively liquid and secure. By July 1, 

1977, more than $3.9 million had accrued to the Permanent Fund and been 

invested. 

During the 1977 legislative session, the Speaker of the House and the 

President of the Senate appointed special committees to consider 

alternative proposals for the Permanent Fund during the legislative 

interim. The coll11\ittees, like the Administration, will gather and 

distribute information, listen t0 public opinion, seek expert advice, 

consider how the Fund should be administered, establish major goals for 

the Fund, and present their reconmendations to the full Legislature in 

January of 1978. Both the Administration and the committees are making 

efforts in th .. areas of public education and participation to l earn 

what Alaskans want their Permanent Fund to be. 'l'he Public Forum is n 



major part of this effort. 

IV. 'lllE FUND'S RELATIOOSHIP 'ro THE CONSTITUTION 

AND OI'HER STATE FUNDS 

Oil and minerals are a renovable portion of Alaska's stat ehood 

entitlement of its citizens - past, present, and future. This 

non-renewable wealth is now being extracted and transformed into 

another form of wealth - money. The decision to keep a portion of that 

wealth in a renewable status through dedication to the Permanent Fund 

provides an opportunity to protect that wealth from being spent and 

lost to future generations . 

The form of the wealth is changing , yet the State still stilildS in the 

role CJ".: trustee, holding this resource wealth i n trust fot +:he benefit 

of the people of Alaska . Af'ly objectives established for the Permanent 

Fund must be consistent with the same legislati ve obligations required 

for resource management. 'rhe Legislature must decide into what 

income- producing assets Permanent Fund money should be placed . It is 

impor tant to cltacly c ~fine the obligations of the State before setting 

fund objectives. 

The income earned from fund investments provides another source of 

wealth . ~s discussed above, a si9nificant portion of St ate 

expenditures presently relies upon oil wealth. 'rhe Legislature has 
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already stated that one objectiv~ of the Fund is to diversify 

economy. As oil wealth declines, the Permanent Fund may bear the 

responsibility ~f supplementing the General Fund through income from 

Fund investment, creation of an expanded tax base, or 

of the two. 

'Ihe Permanent Fund is one of several tools policy makers can use to 

achieve public objectives. Each year the Legislature appropriates 

money from the General Fund to finance State activities. As required 

by the constitution, the General Fund is the sole repository (with the 

exceptions of the Alaska Permanent E'und and the Renewable Resources 

Development Fund) of all State revenues from all sources. The 

Legislature is r.he only body empowered by the constitution to make 

appropriations (subject to veto by the Governor) from the General Fund 

for whatever purposes the Legislature deems proper. 

The objectives of socne 0f these activit.~.es may be similar to certain 

proposed 1Jses of the Permanent Fund. For example, the State currently 

maintains loan programs to meet a ~ariety of public needs, ranging from 

businesses to senior citizens housing and home loans. (See Appendix 1.) 

Careful coordination with existing loan activities will help avoid 

duplication and conflict of programs . 

'rhe State also posseses extensive bonding powers and can pursue major 

projects by issuing ~eneral obligations or revenue bonds . Special 

purpose a9encies, such as the Alaska Power Authority , can (with 

l egislati.ve approval) provide for the financing of specific facilities . 



The State additionally has mechanisms, such as the Municipal Bond Bank, 

to assist local governments borrowing money to achieve their 

objectives . 

These various tools should be considered as we ponder alternative Fund 

uses so that we can best match tools with objectives. Provisions for 

coordinating the Permanent Fund al'¥3 other government activities will be 

a crucial element in developing the enabling legis lation. 

V. OBJECTIVF.S FOR PE.RHANENT FUND INVFBl'MENI' 

The people of Alaska should establish the overall objectives for their 

Permanent Fund. State Government can only achieve this through public 

meetings like the Public Forum and other public participation, 

information and J?articipation programs . We need to know your 

priorities to write Permanent Fund enabl i ng legislation. 

'I'he response to last year· s Public Forum tells us that Alaskan · s rrost 

desire an expansion of the State·s renewable resource industries. 

This year we seek to clarify both what people meant by renewable 

resource i ndust ries and to uncover what objectives, or visions for 

Alaska, l ie behind this desire. Renewable resource industries mean 

many things to many poeple, and each industry Cun imply different 

goals to different people. If you can not tell us what i t i s about 

resource industries that you Cind attractive and important, we will 

L 



try Lo design the enabling legislation to reflect .your wishes. 

As you think about your objectives and prepare to answer 

on the Permanent Fund, consider the following: 

Many of the proposals for in-state investment may inv0lve an interest 
\ ...... 

subsidy; that is, the m:>ney is loaned at lower interest, in greater 
' quantities or at "easier" terJllS than borrowers can obtair~ .. from 9rivate 

lenders. If this occurs, the Fund would probably earn a lower return 

than the market rate, unless the General Fund made up the difference 

(which has been proposed). 

Subsidies may only make sense if the loan or guarantee launches an 

in-state enterprise that not only repays the loan, but also creates 

~ew individual tax sources to cover the original subsidy as well as 

thP. cost of additional State and local goverrunent services and 

environmental and social costs generated. If no such in-state 

opportunities exist, the Permanent Fund cannot create thE::ll\. In-state 

invest~nts must be thoroughly evaluated to separate the winners from 

the losers. 

Another point to ponder is that objectives often conflict. Although 

different strategies may pursue the same objectives , each lends itself 

to the achievement of some oore than others and even some to the 

exclusion of others. For example , a strategy which seeks to 

distribute Fund benefits directly to i ndividuals , such as consumer 

loans, will fail to provide public facil ities, such as through loans 



to municipalities. Likewise, strategies which seek to guide the 

State·s economy through economic diversification, for exar::t;le, may not 

maximize the income from Fund investment. 

Some other possible "tradeoffs" are: 

employment vs. imnigration 

economic diversification vs . envirorunental degradation 

size of state government vs. quantity and quality of 

public services 

Tradeoffs are inevitable . As you think about your objectives for the 

Permanent Fund , think about the tradeoffs invol ved. 

VI. OB.JECrIVES FOR THE CON'rOOL AND MANAGEMENT 

OF' THE PERM:\NENT FUND 

/\ corrroon concern of many Alaskans after realizing the potential dollar 

magnitude of their Permanent FWld is who will cont rol this wealth. 

'l'he only other fund of similar or larger size in State Government is 

the General Fund. As discussed earlier, the com;titution requires 

that al l appropriat ions f rom the General Fund be made by the 

Legislature and be subject to gubernatorial veto. /\fter ap~ropriation 

by the Legislature , some agency of the executive branch usually 

administers General Fund money. (The court system, University of 



Alaska, and Al1....ika Housing Finance Cor:'Qrtation are examples of some 

of the exceptions.) 

The State constitution requires that the Legislature determine what 

kind of investments are eligible for Permanent Fund money. However, 

the day-to~ay management of the money may be delegated to an agency 

in the executive branch (as it is presently) or to an organization or 

organizations outside the legislative and executive branches. 

The two critical management questions are: How much control over 

policy ahould be delegated by the Legislature to another agency or 

agencies? To what extent will the managers in those agencies be 

accountable to the people of Alaska, either directly or through their 

elected officials? 

If the Legislature simply directs the managing agency to diversify the 

Alaskan economy by making sound investments in Alaska's renewable and 

non-renewable resources (one of the investment guidelines in HB 298) , 

a great deal of discretion is left to the managing agency as to what 

is a sound investment, what resources to invest in, and which 

individuals or corporations will receive financing. For example, Fund 

managers may de<::ide to invest in a multimillion dollar hydroelectric 

project , or they could use the same money for home loans to individual 

iuaskans. 

Permanent Fund managers must be accountable to elected officials and 

the public, but at the same time, they should not be vulnerable to 



political and special interest pressures. If the loan-making process 

is to be shielded from political influences by insulating Fund 

managers from policy directives of elected officials, a large degree 

of t "1th responsiveness and accountability to the public will be lost. 

Current proposals call for appointment of managers by the Governor 

(one adds confirmation by the Legislature) with removal only for 

cause. The State Investment Advisory Comnittee discussed the 

possibility of elected members, but a brief look at Alaska's highly 

centralized government (with only the Governor, legislators, and 

Lieutenant Governor being elected) indicates why this probably would 

not be consistent with the State Constitution. 

"Politics" will not nec~ssarily be kept out of loan decisions by 

placing experts on a board which is not accountable to the executive 

branch or the Legislature. Clear and widespread notice to the public 

about the types of loans that qualify, how loans are applied for and 

gran,ted, disclosure requirements for decision makers, publishing l Lst 

of loans or guarantees made, and regular audi ting by the executive and 

legislative branches of government might provide at least a partial 

remedy to the control and accountability problems. 

An alternative to the highly centralized management structure proposed 

in HB 298 would be for the Legislature to provide for the 

administration of the Permanent Fund under the existing constitutional 

power of appropriation: 'ilie Legislature , with approval of the 

Governor, would designate eligible investments by law. 'l'he 



Legislature annually would pass an investment bill for the Permanent 

~und, much like the budget bill for the Gener.al Fund. The Permanent 

Fund investment bill would apportion available Permanent Fund money 

among the eligible investments. 

Funds deposited in the Permanent Fund would temporarily be invested in 

liquid and secure money-market instruments pending each year's 

investment bill, as is now being done with Permanent Fund receipts. 

The Legislature 1night choose to create new types of financial 

intermediaries and designate them as eligible for loans or loan 

guarantees in order to meet Alaska's changing capital needs. For 

example, the development bank corporation proposed in HB 298 could be 

one of the new financial intermediaries designated as an appropriate 

recipient of Fund money. '!he organization of the Fund may profoundly 

affect how the Fund pe~forms, but the organization should reflect -

not determine - the goals of the Fund . Goals established today may 

not be tho~e held by tomortow·s Alaskans. There must be built into 
\ 

any Permanent Fund structure both the ability to protect the principal 

of the Fund and responsiveness to meet changing goals . 

. . 



APPENDIX l 

The following current State loan programs and activities are 

potentially eligible for Permanent Fund investment (i.e., they are 

"income-producing"): 

1. '!he Scholarship Loan Program provides loans to Alaska residents 

for post-secondary vocational and academic training with a 

forgiveness incentive to remain in Alaska after completing 

school; 

2. '!he Fisheries Enhancement Revolving Loan Fund supports loans to 

non-profit organizations or individu~ls for the development of 

hatcheries; 

3. '!he Municipal Bond Bank A~thority is an independent public 

corporation established to assist corrmunities in Alaska to 

develop needed public facilities by marketing general obligation 

bonds. 'rhe bond bank will purchase these bonds, offering its own 
revenue bonds to the public bond market; 

4. '£he Division of BusinE•ss Loans administers five revolving loan 

funds and two public corporations - the Small Business Revolving 

Loan Fund, the •roudsm Revolving Loan Fund, the Corranercial 

Fishing Revolving Loan Fund, the Child Care Revolving I.A>an Fund, 

the Water Resources Revolving Loan Fund, the Alaska State 

Dev~lopment Corporation , and the Small Business Development 



Corporation. These five loan funas enable qualified businesses 

and public utilities to obtain long-term financing for 

developing, expanding, or modernizing their operations; 

5. 'Ihe Veterans Affairs Revolving Loan Fund makes loans to qualified 

Alaska national guardsmen and veterans in Alaska. These loans 

may be used to purchase, refinance, build and renDdel homes, 

farms, businesses, and multiple dwellings. In addition, a 

qualified veteran may receive a loan for education, fishing, 

mining , or personal use; 

6. 'Ille Pqricultural Revolving Loan Fund proviaes long-term, low 

interest loans to pro~te rapid development of agriculture as an 

industry throughout the State; 

7. The Senior Citizen Housing Development Program proviaes loans and 

grants to municipalities, housing authorities, and otheL· 

non-prof it local s~n~ors to stimulate new housing construction 

and for rehabilitation of existing units for senior citizens; 

8. 'l'he Alaska State Housing Authority (ASHA) and the Alaska Housing 

Finance Corporation (AHFC) are operatec1 by the State for public 

and low-cost housing programs and State-supported financing for 

low- and moderate-cost private sector housing development. 

Cur.rently, /\SHA receives most all of its funding from the U.S . 

Department of Housing and Urban Development, and currently 

manages housing units throughout the State . 7\HFC ma~:es or buys 



rrortgages on low- or moderate-income housing, insures mortgages, 

and makes home impro,1ement loans and loans for other associated 

costs of home ownership, including down payments, to qualified 

persons or developers. In addition, th~ State has established 13 

regional Native housing authorities with powers essentially 

similar to those of ASEIA. The Federal Government provides 

virtually all of the funds for these activities, so State 

participation is minimal and limited to insured short-term loans: 

and 

9. The Alaska Power Authority is designed to prorrote \:he develop~nt 

of hydroelectric and fossil fuel power sources for domestic 

Alaska usage. The Authority is.generally empowered to issue 

bonds and notes to finance power develorment activities in the 

State, with the debt being secured by the projects themselves or 

by the earnings or these projects. Thi s program is still in the 

furmative stnges a.ia has yet to issue bonds. 

11. 



PERMANENT FUND QUESTIONS 

I . In order to refine last year's Public Forum results regarding the 

use of Permanent Flllld monies, please indicate one area that you would 

like to see emphasized for investment of part of the Permanent Fund. 

A. Inside the State: 

l. fisheries; 

2. alternative energy development -

- large scale; 

- small scale ; 

3. agriculture; 

4. mineral extraction; 

5. tour ism; 

6. other industry {please specify) . 
~~~~~~~~~-' 

7. timber; and 

B. Invest Outside: 

1. If it would produce a higher rate of return on the money 

invested; and 

II. Now that you have indicated your preferrea area , will you please 

tell us why you chose this area? 



A. It would create m::>re jobs; 

B. It would git1e me an opportunity to make roc>re roc>ney; 

c. It would give the State the highest return on the Permanent Fund 

investments; 

D. It would not encourage m:>re people to come to Alaska; 

E. It would not harm the environment; 

F. It would increase the availability of Alaskan resources for 

in-state use; 

G. It WC'Uld prom::>t~ more Alaskan ownership and control of business; 

H. It would lessen goverrunenc intevention in business; and/or 

I. Other 
~~~~~~~~~~~~~~~~~~~~~~~~ 

III . How should the State go about using the Permanent Fund (or other 

State loan programs) to incervene in the economy to achieve the 

objectives determined for it? 

A. Market interest rate loans to any enterprise which can pay back 

the loan plus interest (first come, first served) ; 

B. Market interest rate loans to a certain set of enterpr ises 

specified by statute; 

C. Lower than market interest rate loans to a cetain set of 

enterprises, Si:Jeeified by statute; 

D. State organizations to assist certain sectors collectively, on a 



fee for sevice basis , to provide such services as marketing, 

organization , information , technical aid , research efforts , etc.; 

E. Joint ventures with private enterprise for the State to share 
' 

ownership, control , and profit potential; and 

F. State owned and operated corporations in a certain set of 

enterprises chosen by the Legislature. 

IV. Accountability and Control . 

Permanent Fund policy will have to be set by someone . These policy 

makers will be responsible for car rying out the intent of the enabling 

legislation through the actual operation of the Fund. Because the 

Permanent Fund is public money, those who set policy must be 

accountable to the public . With which of the following alternatives 

would you feel most comfortable? 

A. A State agency account able through the Governor and the 

Legislature by means of s tatutes, the budget process , etc ; 

B. A board appointed by the Governor and serving a t hi s pleasure ; 

C. A board apr;x:>inted by the Governor for: a specified length of 

service; 

D. /\ board appointed by the Governor anrl comfirmed by the 

Legislature ; 



E. A board chosen from various SE79ments of the political spectrum 

(an example would be two rneJllbers from the Administration , two 

from the Legislature, and three from the general public); 

F. A board directly elected by the public; and 

Now that you have indicated your preference, please tell us why you 

chose it. 

. A. I trust the Governor to choose wisely; 

B. I trust the Legislature to choose wisely; 

c. I trust the Governor and the Legislature working together to 

choose wisely; 

D. I want broad representation; 

E. I think direct representation of pol itical interests is good; 

F. I want maximum opportunity to choose the board; 

G. I want the board insulated from politics ; and 
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ALASKA PE~\lANENT FUND 

An overwhelming majority of Alaska voters approved an amendment 

· to t11e state constitution last November which provides that at 

least 25 percent of certain state nonrenewable resource revenues 

be placed in a permanent fund . The amendment requires that the 

fund's ''principal shall be usea only for those income-producing 

investments" the legislature designates as eligible for perma-

nent fund money. The amendment also· provides that income from 

the i nvestments will go into the State's General fund (where all 

other revenues and taxes are deposited) unless the legislature 

designates that income for other purpcses. 

In 1978 the Tenth Alaska Legislature will consider several clif -

fcrcnt proposals for management and organization of the PeTma-

11cnt Fund and use of t he fund's earnings. A great deal of work 

has al re ad)' hcen accompl Ls heel by the atlmin i.s tra t ion an cl the leg is -

l:1ture in developing background information for these proposals. 

Th o a clm.L n i s tra t .Lon, th rough the Do par tmen t o £ Revenue, has a-::1:::' , 
i:.~-i1 cons o l i. d at c d ~ e ff o r ts L n to a "tl is cus s ion b .i.11 , " 

1113 ?.98 , dcscLibed later .in this r-cct.i.on . Research and nna."i.ysi.s 

co n tLnues a·· poJ Ley makers prc p:.rc fo r the debate \·:Id.ch will 

take place duri.ng the 1978 !:icssjon. 

Th c Pu h I i c F o r ll Ill w i I I p l ;; r n l n r g c r o l c i n th i :> d c h a t· e . f n ad · 

di.Li.on to r cscu n .:h on tc c lrniftl quc.:s Lions , policy m:tker :> al ~ o 

SC (·! : in(o rmation on how the public views the is s uu~; pe rtainin g 

rn the Porman e11 t· Pt1nd. They must fi.n<l out· wlw t t·h c 1 ub l ic w:111 ts 

h c:: r o r c th e y c :-t n ti c v i s c t h c mo ~ t c f f. c c t: i. \' e i 11 :; t i L t t t i o n ~; a n d po l -



icies t o meet these goals~ 

as a ma}or vehicle to draw 

Thus, the Publ ;i.c l~o·rum wi ll 

out public opinion and ideas and 

stimulate d iscussion on how to make the Per manent Fund work 

toward pur common visions for Alaska. 

The amL dment to the constitution lifte~ the prohibition against 

s pec i a l dedicated f unds to allow a minimum of 25 percent of all 

1ninera~ lease rentals, royalty sale proceeds, federal mineral 

revenJ~ - ~haring payme~ts, and bonuses to accumulate in a special 

fund separate from t he General Fund. 

Understanding the difference between permanent fund principal 

and the income the investment o f principal earns is impor tant . 

The principal represents Alaska' s 1nineral wealth transformed 

into doallars through the sale of natura l resources to private 

developers . The only restriction on the use of the princi~al 

of the fund is that i t must be for "income-producing investments " 

and , tl1erefore, not for t he general operating costs of government. 
- -- -- - --- - ---- -

The major task of the state administration and l egislature--fs --.. .... 

to determine to what specific uses (i . e . , investments) these 

dollars should be put and how to best a<lmi.nistrnte the fund . 

Last year ' s Public Foru.n response \V:ts tt! use the :fund £0 1: renew-

nble resources. This year we seek to clar ify this rcponse and 

ask some additional questions on how to achieve rour objectives . 

\ (n,k tJc J+) 
'l-f-tlm fund i:~-rM~err--wts"c-:ty-~ thu i.n~omc) p~~clu cc cl by tlte invest-

mc nt. wiJ! y.irdd n fairJ.r c er tain rc ~urrin ~! 1·c.tu1·n on fund invc.:st-. 11 
. \.),, \ ;~~_jf-~u.. \ ' n ~c._:\) ~ > -~;?..- \ -1\-\. e.tJc.A- I C:o 1\ 0 \ f Cc;_{-v u ,.'.l_,.l... ·~ 0 

11 
\1\ C....,.t-C:.. - pie tlu:.. h~ ~t.C. • 

rnen i:s.) /~ie income P.r-crrrrthe~e- i-rr.:.v~l:lltc"rrr'S'-wi ll. bL: depos i. tcd in · - -
/ -u~\\ e. =-.;. ,,.,,'.,i:.11W·'- c..,.. prdv'~ c<... -'tcr 'o~ \.........., ') \l\-\ C;1r...0'1.""\ . 

the S t :i t c ' s G c n e Ta l r: u n cl im 1 e gs o·H+~~w ;i fie fYr&\4:-<~a.d-f-<:).'}!.-\~1. \v . 
/>-. 



the fund's earnings which, unlike use of the princ ipal, need 

not produce income. 

As with the $900 . million North Slope l ease sal e , many pr.essing 

needs exist for the billions of dollars which the State will 

receive i.n revenue s from production of oil at Prudhoe Bay as 

well as from future s l aes, leases , royalties, and taxes from 

other areas . Nevertheless, these riches present a serious di - · 

lemma as well as a momentous opportunity f or your government 

and the future of Alaska. -V- ( l~s~(+- (:~ r· )- ) 
\. 

The problem is that our mineral sa l e revenues have recently been 

fi nancing about 60 percent of state expenditures . Since oil 

and gas deposits are finite , thi s source of"money is ultima tely 

limited . The State is presently deliberating how to move from 

a dependence on this single t.:. nrep.Lenishable source o.f £uncling 

to so ur ces based exclusively on conti nuing state economic ac-

tivit:y w:i tho11t s ubstantially recluci.ng services, dlsrupting the 

growt:h of the Alaskan economy, or s addl i ng t he po1Julace with 

a lnrge tax burden in the short ru n. Although substantial oil 

revenue seems assured fo r at least 10 year~ (w.i.th possible .Ln-

terru ptions) , how ,.d,J 1 we pay f:or gcivernment if revenue Iron-. 

1.1inc ·n l sou rces ut l tmatcly declines? 

The opportunj ty pres en tee\ b)' t hese oil t·cvcnue!' liC' !~ ,,· i t h ho" much oil . 
r~vt·1111 c:: i s \l!; L•cl for s tate expcnch'<€u1·~~~ :111d h e·~~ much i!" pla c1..: \I in t h e· Pcrrn-

anent Fund. Th e rongti tution:il :imcndmc:: nt prov i des that at l e a s t 2!1 pe r cent 

of thc !-' c oi I revenues h o plncctl .in till: r c rm:tnPllt Funcl, which leaves 11p 

to 75 pc: 1·ccn t (\11· th e fic nc:r:t l F11n<l (from whi r h stnt"L' c xpc n Ii tm·es ~ire muuc). 



. or on a year-to-year basis, whether more 
\~.z.r1trM~+ ' . , ' 
'"/ ~·nd. This will depend on the need for 

than 25 percent ' shoJ1d 
I I (1 

• I 

state expenditures , , the amount 0£ 

go into 
J 

I 

I' 

·,.l.l revenues coming in relative to that need, and on the uses to which 

the Permanent Fund will / i>e put. If we use most of our oil wealth to finance 

the general operations of state government, it wi~l meet public needs but 

\;ill also serve to increase our financial dependence on oil. Thus, part 

of the future role of the Permanent Fund will tmdoubtedly be to either 

supplement the General Fund with earnings from fund investments or to help 

create a tax base to provide n~w state revenue sources of some mix of the 

The role of the Permanent Fund in this context is the focus of this pa1·t 

of this year's Public Forum. 

The governor nnticipat~d voter approval of the permanent fund amendment, 

and in 1\ugust 1976 . he te;imporarily expanded the membership and duties of 

t:he St-ate Investment Advisory Committee. This committee .is charged by st•L-

t:ute to advise the Commissioner of the Departmen~ of Revenue on investment 
1\.o. 1:?•1\.\'f\~i • 

policy for the State. tte ·appointed add i tional members from tho general pub-

lie and the l egislative tmd executive branches and directed the entire hoc~ 

1:0 st11<ly nnd r eport on the est.imatecl size , i nves tment goals, management , 
I 

1)Tr,:mi.zntion , and public interest .i11 the Perm;inent Fund. 

The State J1wc~ tment Advi s ory Co~nrnittce ide ntifi cl !'cver:ll key i.~sues that 
\..." n ... L 

r cquirc <l 1·cs oluti.on7 con fer red with con sultants' r eports 011 mn11y of the 

t.~ 1 "1 •.:o clc1 . 



as a development. bank . Such a structuri-~ is pr01:d.sed on 

lief. t.hut u t least part of the money that accur.1ulate s in the 

Pcrmonent Fund c.:tn be loaned to promot~ instate enterprises 

that will help c1iversi fy the l'.iasl:arecoaor.ly . Tile develo.:;in~nt 

l;r.ln!', as proposed by the State Invcstre':!nt i\<lvisory Commi t: tce , 

\·:ou l<1 :tave a t\·:o-\:iered .manag~r.:en t: sys t.em , n !)oard w.i ti.1 O':mrall 
I 

l1olicy-maJ.:ing po-..-rer, and a cor:-.r.ti ttee uncl1:?r tl1e :i.~·Slicy l.ioarcl 

to app1:ove speci f~c inv0.s tme· c proposal s . '.r;te Li~l gives t:ie 

presitlcnt of the f~nd's corporation ~trong executive power and 

princivctl responsi!.iility for ~resunting inv<:!stne;1t pf{>osals 

of at least 40 p2rcent of ti1e Permani.:mt ?un•1. in high-sratb sr:: ·· 

up to 30 percent in cor;ununity ?ro:iect.s a?1c1 private c1i.;elli:1ss . 

pro~Jo :-.>C1. l •·1i1ich 111 E i:l":!r3 i n leve l or- Eu:-irl tl"!'J nttc1 provision for 

co!1t.L1:mation of policy l.:o::\r <.~ r.1".)1.:i.r~r:;; . 

r.1e n t;,, Iin ~00 includes 10 ~1 !.)erc(!:i:: o E i :r.>nll:S :.Jnyr:v .. rnts ancl. ti·1 ~! 

:."t;u::c ~>crccnt..:tgc .:i::; 1:n 293 Eroc.\ ol:.1er .:;ou r.c ..... :- . 

' .... 
· 1.i .. 

:· .. :: . : ... . 



1 

t t .:!t ,.;ill stay in until specific 

o~)jectives and management structure have been 

It directs the cor.\r.\issioner of the Depart-

ment o E Revenue to invest Perm.:i!1cn t Ftmd money i 1tto variou::; 

1' ,.., 1-e '- i'n ~ · ... rum0 i..s ' '' l "'"·r: S money-... ar ... '- _ ~'- ._nl., , · sue i a;;. u .. . treasur~ notes, ccr~ 

tificates of d2posi t, and hig~-qrade securities (not stock), 

a ll of · w~ich are relatively lisuid and ~ecure . By July 1, 1977 

• 1 

raor~ than $3. 9 i:tillion had accru~d to ti1~ Perrnan~nt. Fun<.1 and l . ... 
' -

l.ieen inv~sted. 

THI.: n.:un Is RCLATIONS!fIP ·ro 'l'EI.: COLIS'i'I'.CU'I'IOi .. I 

Oil a n<l minera l s are a r~~ovabla por~ion of Alns~a ' s s tatehood 

cm t it ]J)t:lt:: n t . 

uc:wr ations . 

:.Or t ' ~ ..: : 11:n.;fit Of t.:1·' J:lCOl:)l';! of ,~ J.;i.;; ·. 1 . 



of \·;ea 1th. 

' . ·=i~; alrc.:idy stal:ed. t;1at one otjective of the fund is to cl.iver-

sif~/ the state economy. 1'.s oil '.ieal th declin~s I ti1e PerI':lanent 

Fund mny bear the repsonsibi li ty o E sup;_Jlementing ti1e· General 

f:'un<J. t~1rong;1 income from funCl investment, creation of an 

~anc~ed tax Lase, or some cor.i:.;ina ti on of b1e t~·:o . 

?~c Permanent Fund is on~ of seve ral tools policy makers can 

use to achieve 2uL>l ic: obj ect.i ve.3 . l.:".ac:.t :/car tiic~ l.eg islatur~ 

a~Jrppriat0s money from t~e General Funtl to f inancc state ac-

i.:iviti0s. i\s req uired b:/ t:~e constitution, t:1e G~neral Fune~ 

i s tite sole rcposi tory (wi t;1 th~ c:·:ce~>t.ions 0£ ~ ;:·.! l.l as::a '[>.">'!"·-

rnancnt r unc1 ;:ind t~1~ n~net·iable ~.esourccs D~velopnent fund) of 

( s ulj j o c t to ve to by the <]Ov0 rnor) f:rom the Gene ral I:' uncl for 

\.,•i 1atev c r purposes the J.egis l a!::ltrc (1ee n ::; i.'ropar . 

ci t L :c.!n S ~lOU..> -



I 
I 

I 

Permanent government 

through puiJlic meetings like the Public Forum and other puulic 

!?articip a!::.ion and information :_:>rograms. 

TiH~ r c::s9onse to last y·.?.«r' s Public Foru."1l tells us that l\laskans 

i•tost desire an e:<i?a.nsion of thP- State ' s renewable resource indus-

tries. '.i.'his ye?..r we see!< to clc fine \·1ilat you had in mind u.::; 

r en:!1.-:nL le r esource industries unc} to uncove r what oLjectiv~!i 

or vi sion~ .Eor Alaska lie behind this. ~8newable resource indus- '· 

~.:r i cs r~v~an many t:1.i.ngs to Dan~ p~o?le / a nrJ ead1 ind us try can 

'.·r'. 1.:tl: it is about r e source industr.i. e!:i 
a· hL/fJ 

m1c1 i1:t;:>ortu.nt , 1.:~ will 5.!'J' to cl~si<Jn 

-//111 6 s) 
~ re f'. l cc t( your His:1cs. 

If you c~n tell us 

t hat you !:ind attractive 

~~enabling l e gislation 

i•s you t!1inl: aboui: your oLjcctlv~s a nd p~r~parc t.o a nsT:.·er tn~ 

l _i UC:s t.ions on t i1c! P0.r rnanen t ru:1r1., r.c:>nn Ld ::.r. l:lti::: follo\"'ins . poin i:.:.:> • 

. lul\f o f l· .• 1 1~ proposal s f_or in ~ tu l:r! inv1.:!::;traen t r.\ay i n vol v~ an 

, .. .. . . . ,) '- : 

r .r: l: i t.i...; occur~: , i::: tc fund •:1ould 

... 
•• . 1f ! l \ • 



.... :iOt:v:r. ~H1int. to po:1c1er i;:; tn~l: o~; j<:?ct.iv.:!s o'.:t <.~1 . co;:f.l i.ct . 

For ~~~nple, fl stra-

<1 ivic1uu.l ~;, such as con::>ura~?!'." loa ;'ls, \ •ill f.:li l t o ~'roviC:.e: public 

1=acili th~ ~.;, suc '.1 as through loa!t::> to r.nmicipall ti ·~.:; . 

5 :.ra tee; .:.es wilich s 1~1~:: to g u ir1c'! t::tc :3 tatc' s cco:1o::~y through 

~conon.ic divc?rsi f.ication, =:or o:~um~>lc, i~1 .:iy not na:d~tize t~1~ 

iacom~ f roi~ £un c1 inv·.~ s tmen I.:. . 

·~·r.v1eoff::; :ire-! :Lncvi tal.; l~ . 

. . 
C .. "!.: :.:.1ac1c0f f !.> involv.1d . 

l
. , . . ... 

' ' 0..: .1· : !"' c 1 \ ' l •.' 0:: :, L: I i l .. tr OJ: 
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s l:.C\ te cons ti :.ution req ulr.0s t:\r.t the leg is lat urc 

~nat kind of investments are cllgi~lc for Permanent Fund money . 

CJ'.ltt!tl CO i'li'\ agency in i:~t0 e>:ecutiVC ur.:tach (as it is l_)reGCnf:ly) 

nr to an orsanization or organizat ions outside tlte le9islatiye 

'fi ic~ b·;o critical r,rnna9er.1en t gat!stions ar.;: 
I 

Jim·: i~mch control 

oi: ti1rough t.h~ir 2lecterl of.fici<ils? 

• ~ l . . T. r• 'l l"I n ) 
c:.1 :t1.t:(~ l. 110. ."; J . ll ... - *'' , il qrcu t <'!."!al o .f: llisc:r.:::tlon .L; l cf l: to 

·,:ill rcc L C! vc~ .f ina ncin0 . 

·: ., ' : .. - ... I• i·. <1 .uli .. i ··.i ! . I 
l •• J, . . \l " 

1 .. : L1.; \: i l .l .. 



(one add_s 

cause . The Stat~ Inv=st:n:ent Advi5ory Corrmittee discussed the 

possibility of elected 1i:e!il.bers, b\lt it brief look at Alaska· s highly 

ce ntralize<] g~verM.ent (with only t..11e /ovecno::- , legislatocs, ana· 

)1:ieutenant ~v~rnor being elected) ind icates wl~y this pcobably would 

not re consistent with thefotate fonstituti~n . 

"Politics" will not necessarily be· ke!_'.>t out of loan decisioi1s by 
.. 

' plucing exparts on a board \·1hich is not accm1ntnble to the ~xecutiv~ 

branch or the Legislature. Clear and widesp::eaa ~otice to th~ public 

about t..lie types of loans that qualify , how louns . zire apt>l ied for and 

grante<l, disclosure reguirerr.ents for deci sion mc.:'.\.~rs, publishing list 

of :Loans oc guarantees mad= , and regular auditing by the e:.-ecutive and 

le~1islative branches o.E government mi~;ht p::ovid~ at l east a partial 

rcii\~<ly l:o the c.;,')ntcol und accountability problems . 

l\n altc cnnti.ve to· the hi~;hly centcCtlized managerr.t?nt s tructure propose<'.! 

:i.n 110 298 would b:.. J:or the J'---gislutucc t.o pco1J.id:! f oe the 

ndmin iDtration of: l:h2 Permanent r:un(I unoec t h <!: C}:isting consti.tutional 

[X>:.-:: :r: of cl;?i;)rcpr.i~1tion: '£he Jl'=g i sl.:itucc , \·iith r:p?roval oE the 

/ 
y<>•1e r:n:Jc , v:o~1lcl designa te eli9i.ble inve;;;tr~ents l>y L1•:1. ':i:h~ 

/~1i.slature ;mnually would p 21s:; an .it\VC:~ l.:rr:':!:-it bit l Coe the: P~:c~an2nt 

l:'un;.l, much like U1~ bud:ie t: bilJ for t·h·~ C:..nernl L·'uncl. 'l'h..:. P..:!r.rrunent 

c11ror1~1 l h~ cli ~ 1lhlc i.nv.'.?~t~er:ts . 

jnv(~~·trr . .:·nl: h i.l t, c:1c i~: 1 i~w b~ ii1g clo11e with J1c r:1l!c1ce11 t F1tnd rc'~:c i.?t.G . 

'l'h~)~·J L~lu turc r. 1 l~1h t cho~::. ?. ~o crc..i t.._ w~w L·y(>:::- or: f:j n:1nc L.il 

. . 
.. . ·· 

. . . .. . " .... , 
... 

.··: 



guarantees in order to meet Alaska's 

e~ample, tha clevel opr.:ent ban!< cot:pocati on proposed in HB 298 could ~ 

one of the new financial inter:ilediat:ies designated as an i!ppropriate 

r ecipient of/u.~-? money. 'l'he organizat ion oE the ;!ur.a 1~ay profo~ndly 
lf 

affect how th~ Fcm,g pe~ forms, but t:_he orglli1ization should refl ect -

not cletermin~ - the goals of the /Lind. C-0als established tcxl~y r...ay 

not b::? those h-=ld by to;r.,orrow~s Alaskans . Thece must be built into 

any l?~rmanent Fund structure both th~ ability to protect the pr inci£)al 

of the yCna and responsiveness to rt.eat changing goals. 
·. 



PERMANFNT FUND CONTROL QUESTION --- DRAFT HID 

- proposa·l-s-and-a- po.1-i C.Y-a>mm-i-t-tee to s et-broad-guide.U nes-f-0 r 

'-the- investment- board. Because the Pennanent Fund is public 

money, those who set policy must be accountable to the public. 

Which of the following policy bea~O-possibilities do you prefer? 

1. f\ board appointed by the governor and responsible to 

him? 

2. A board appointed by the legislature and responsibl e to 

it? 

3. f\ board appointed by the governor and responsible to 

him and the legislature? 

4. A committee of the legi slature being the policy board? 

. / ) I ,.vi I < ~ /J,/J- .,( "<.,/ ' 
/ 



1. WF.ALTii ~@fENT 

The issue of wealth management, how the state raises ftmds and spends 

them, relates to all state activities and to nearly any question which might 

be }JOSed to the public through the Fon.un. Virtually every public meeting abmmds 

with suggestions for things the state should do or should provide, i.e. ways 

for the stat e to allocate its revenues. However, oil wealth has recently been 

financing about 60% of state expenditures. (Explain what makes up the 40%, the 

60%, and how this situation has evolved.) Since these revenues result from 

the sal e and development of non-renewable publicly owned resources (Explain 

non-recurring nature) , it is clear that this currently painless method of 

financing state govenunent cannot continue indefinately. (Explain the prospects 

for oil revenue decline - t ime horizon). 

TI1e otlier side of the equation, state expenditures, present an equally 

difficult problem. As population increases and costs rise, upward pressures are 

exerted against expenditure ceilings as attempts are made to maintain current 

service levels. (Explain rate of expenditure growth and give projections). 

This then is the wealth management question. How cnn the state adjust its 

revenue/oxponditure situntion to assure o s table, long - nm government sector, 

where sufficient revenue comes in every yenr to pay for state expenditures ? 

stnte oil reserves nre depleted over time, we mny face the difficult task of 

moving the financing of state expenditures from a non-recurring to a recurring 

TI1e crention of the Pennanent Fund hns been viewed l>y some as a partial 

solutioo to the wealth problem, since the Pu.id nssures that a portion of the 

wonlth will be preserved. (Discuss percentage contribution, dif ferent projections 

of princ iplc, nnd irnpl kntions for the J,tenornl fund). However, even though the 

interest comings from Fund investments will represent 11 recurTing revenue source, 

(give different omounts under clifCcrcnt assumptions) those earnings will not be 
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the gap Wh.i~h. would result from declining oil revenues. 
. ~·ftWfAJ.L 

(Give projected gaps given different expenditure levels and~ tax revenues) . 

Also, there is little evidence that the' state; tlirough intervention in the 

private economy, has the ability to assure th~· growth of a tax base large 

enough to replace oil income. (Expand) Thus, as oil revenue allows state gov­

enunent to grow larger, this potential fiscal crisis also grows' larger. The 

following question asks you to think about this problem~ 

Q. At present approximately 60% of state exjJenditures are financ~d with oil 
in all liklihood, 

wealth. Sinc~tate expenditures will continue to grow as oil wealth declines, 

how would you rank the fol I' owing met .. ods for bringing state revenues and 

expenditures into balance in the future? 

a. Put as much oil revenue as possible into the Pennanent Fund, ---
invest it in maxinn.un return investments, and us<7 the earnings 

to help pay for state expenditures . , 
,.,~d~ .r)-'J~ 

___ b. Try to stimulate those ~7~s which would hopefully 

increase t ax receipts to a greater extent than they increase 

state costs. 

c. Let future residents worry about paying for state expenditures ---
if and when oil revenues decline. 

d. Raise existing taxes. Specify type: --- -- personal income 

excise 

business --
other --

e. Reduce certain types of state expenditures. Specify area of ---
reduction : ---------------------

f . Set a ceiling on state expenditures. ---
p(/S"lA 



2. nm PERMANENT FUND 

'lbe response to last year's Public Fon.un indicated that Alaskans favor 

the expansion of renewable resource industries. Fon.un participants chose "Loan 

it to develop renewable resource industries" most frequently as their preferred 

use of the state's new oil and gas money. (Expand with an analysis of last year's 

:~s:t::. order1 :i~: :!::!. p~d · ctor of ilie 
UPI:~~rt rough the Pennanent Ftmd. 

pecify some examples of the types of enterprise 

• 
• -<, ~f (/'l'f6/l.t <.ui,IM.A)__... /(!f J'tJ. ----
-AJ:;,_~N~J" (tili-A.(1 ;L,.;: __. 

lt,ltieeloctrk pewr developmenJ\illl .related industry 

~eral Extraction , • , 1 

7 ~'•r .J 'r.i~iJS-f;J.r ltle/f ,4J -~j_ ll.'11~M1': C6Alr•(fj(NAT'lf t~CCTA1"1f:'J Atlltt/IN.>"4) 
7 RA1:1".y VP8i05Slftg ..{.mine~f WDl~J'~~ l:CSG )~ f':'/t. 

Timber 

Fishing/4i•'««~ 
Recreati~Tourism 

~~~~~~~~~~~~~~~~~~~~~ 

Agriculture 
~ ,. 
~N.Jf rl d"l'(tJ~ ;1 J 

b. What was your objective for selecting that particular sector? Please ~~ 

those aspects of concern to you which you.}eel the state should address. 
~~ • . 

PI12vide& e"'1"l8)'tti .. ~ ~ ~ ~ J ~ 
' ,, ~ ----~ ~ 

Im;rease& peneftnl :tncomt ' / 

Increases (er tleesR't "eere113e) 1ec1e11tieft peteut!el 

- Pt<AtK>te3 fJJ&rietl lit°ei~es 



loans to any ente rise which can pay back the 

legislature. 

to only a ~rtallt set of enterp ises cho en 

I 

loans to a certain set of e terprises 

sectors collectively, on a fee 

e. 

aid, research Pfforts, e 

ivate enterprise for 

organization, 

te to srlre ownership, 

f. d operated P;lcerprises in certain set of e terprises 

d. The Pcnnanent Fund is your money. The sta.te holds it in trust for your 

benefit. In addition to telling the state how you would like your money used, 

you can also tell us how much control you think people ought to retain over the 

decision - making process established for the Fund . I f the following basic 

alternatives, which one de you feel wil't provide you with the appropriate 

degree of accolUltability and control over the FlD1d' s management? 

a. Direct cont1·01 by the legislature. 

b. Direct control by the Ci0vernor (through a state agency). 

c. Direct control by citizens. 

d. Indirect contr~ by a s;:ate corporation. 

Should the PeTIMnent Fund be admit\_istcrcd at the locnl ___ , regional __ _ 

or State level? (check one) ---



(residential:)-

you chose this area? 

A. It would create rrore jobs . 

B. 

c. 
It 1N0uld give me an opport:un~&~ make nnre mmey. tie, 
It would give the state the t return tt;_

1
j e used to ;fay for the 

operati on of our goverrrnent. -A-~~,, 
( 

D. It w:>uld not encourage rrore people to cane to Alaska . 

E. It would not harm the environment . 

F. It would increase the availabili L-y of Alaskan resources for in-s tate use . 

G. It would prorrote rrore Alaskan owner shi p and control of business. 

( f. Other --------·---------------

\ ) / 
4 LI 

~~~"F ~ ~~v;1 .~ I 
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General 
I 

1. no you believe that the government should use thC! per.manent funcl 
to actively intervene in the State's economy to pCfrsue public 
policies? 

a. If yes,, how: 

-market interest rate loans to any enterprise which can 
pay back the loanl>lus interest 

-market interei::>t rate loans to only a certain net of entc~r.­
prises chosen by state policy - makers 

. . -subsidized loans to chosen sect:or.s 1:o aC!h:i.evc c:learly 
. · ·· .: .... stated .goals . ... 

-state organization·s · to. assist certain sectors, r.uch as 
state marketin'g, organizing~ or information efforts . or. . . . 
technical aid or research efforts, etc. 

-state owned and operated enterJ?rises i.n C!hosen ~ect:o>:s 

b. If no, what should the state do with the per.rnanent Fund? 

.. -put it in a savings a ccount 
.. -invest it in securi tics ·. 
-other 

2. The permanent fund C<)l'&ists of. two bai::ic parts - pr.l.ncir~ and 
income. · The princlplti\J is that sum which goes .. atr, t.he f:uncl from 
oil revenues and i s put to wol:k. (invested) to earn a rf: t:ur.n ;mcl 
p e rpetuate itself - i.e. it is pe rmanent. 'l'he income i~ the: r e -· 
turn on those investments . Presently, the principle is 0xpcc ted 
to be in 1977 ancl grow to by l .985. :r:ncome from thes e 
funds, if inves ted at 8~, would ~- :i.n 1977 anc'l i .n · 
1985. . --·· . 

<:onsideration of t he u seso.r: the fund !:>hou:t.:-l be b:r:oken C!o\>m lr1to 
uses appropriai:e for the pri nciple ancl fo:i: -t-.he income . 

a,. R~gnrding the princip
1
l0, whip h alter.native uses clo you favor: 

~Investments which inaximize income , yet r.n:e :-;e cu1:e an cl 
relatively ris kless 

-Inves t ments which sacri f icfl r.ome :i.ncom~ in the Pb>:sn:i.t 
of s ocial obj c c ti v c s (c. g . sub~:iclic-?s to l:enewablc Y.fH;our 
industries , he nvy indugt.ry, or consumE:rs) , y e t. a1:c nl::i.ll. 
relative ly safe 

b. Re garding th<:: income , whicl1 al t:e1:nat:i v e u r;e s do you favor: 

-Re turn i t t o the .fund to ecn:n money 
-Return it to the General Funci fo1: i :h e l e g isl a t:ur.e to \U:O 

to p c 1:sue s ocial o b j e ctives ,,:· /;- tft;J ,:;r. 
-Have the l.e g:i.s l a t:ure e armark it fo :r. exis ting i1ncl nc-:w 11(:(1 

loan p r.ogra mB 
-Dis t:r.i.but:e i t t o l\lu~lrnn s tJn:ou~rh an 7\la s l~a , Jnc. type: 
progrmn 

- Some coml>i nnt-.ion o f the ubovc 



I . 
c. Regardless of whether the fund maximizes its return or is 

used to subsidize, are there areas of the state's economy 
you wish to see supported or discouraged through the permanent 
fund? 

Heavy industry (coal development,aluminum refining,oil 
refining,petrochemicals, uranium refining, 

· dams) 

Light Industry (electronics, 

.... . . a,·- ..... . ~-t~il_ ~rade . (c~oper~tiv:es, . 
.. . . ... .. •• • • :· . i . . ...... .. : .~ •• (· .. ~ • · : • • .. 

. . . .. . .. 
• • j :.· : • 

Fishing 

Timber 

Hard - rock mining 

Tourism 

Agriculture 

d. In the previous question, you expressed your preferences 
about various sectors of the Alaskan econnmy. For the sectors 
wl)ich you prefer, why do you prefer them? }'or the sectors 
yo~ disfavor, why do you disfavor them? 

(write sector in col"umn) 
Prefer Disfavor · 

Employment potential 

Pi:!rsor~al ihcome potential 

Growth-inducement potential 

Personal stakes 
: ... , ... .. . 
Lifestyle implica.tions 

) ... : 
\ . 

Impact on r e creation values 

Impact of environmental quality 

Impact on i.mmigral:ion 
ALA(~Mf' 4W~fA!)l)/J 

Other 

.. 

e. In the previous Public Forum , rcnewnhlc resources received 
considerable public support as an arc~for ntate inte~venti.on. 
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PERMANENT FUBD CONTROL QUESTION --- DRAFT 

Permanent Fund policy will have to be set by someone . The most 

likely management structure is an investment conmittee to make 

decisions on each investment, with a policy c011111ittee to set 

broad guidelines. Because the Pennanent Fund is public money, 

those who s~t .. policy must be accountable to the public. 

Based on this, which of the policy board possibil i ties do you 

pref er? 

1. A board which serves at the pleasure of the governor? This 

means appointment by the governor, confinnation by the legislature, 
+; µ\ 

with the governor having the authority to~ fire . 

2. A board appointed by the legi slature, responsible to it? 

3. A board chesen by various segments of public representation? 

An example would be a seven-member board with two .. members appointed 

by the governor, two by the legislature and three directly elected. 

4. A board appointed by the i19t1i1t gov!rnor and confinned 

by the legislature with strict ~egional (geographic) apportionment? 

5. A conmittee of the legislature? 
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PE!l'ANEH1' FUND C(lffllOl riJESTJOlt 

n order to t1ss1st the legisl~ture in creattng a Permanent. fund structure 
responsfve to your wishes,. please indicate the PermJtnent rund o-rg~oizat1on 
you prefer.. Fm" th'ls question you should know the po11cy ·boa.rd ~ld set 
broad guidelines for inve~wnt of Permanent Fun<l mai'l~ but fi-OU14 not ~k~ 
$pf!(;1fic in"~~t deci~i0'1$· 

1 .. 

2 .. 

3 .. 

. , .. 

A ~rd app0inted by the gov.em-Or and serving at his. ple~~ure. 

A b0ircl ~ppointed by th@ gov@mor for a specified length of service. 

·A board appointed by the goverJJor and confinned by the legislatere. 

A board chosen frm var1ous segments of the political spe4;:tNll (an 
~aq>le would be two ~ers frm the 4dJntnistration. two fran the 
1eg1slature,. three fram the g~ner-al public) .. 

5. A board dtrt!etly elected by the public .. 

6.. Other- ~~~~-------~~~~~~~~~. - ~~~~~~~-

tiow biat you h4've indi~ted your preference, please tel 1 us t4hy l ou 
chose it. 

1. I tn.Jst the governor to choose w-1 sely . 

2.. I trust the leg1slature to chaos£! wtsely. 

3.. I trust the governor and l~gislllture working together to choose wisely. 

4.. l wilnt broad representation. 

S. I think dtrt!Ct n:~resent:ation of pulitical intc'fests is good. 

6. l want maxiAJSt opportun1ty to choose the bo~rd. 

1. I want th~ board insulated fran po11t1cs. 

8. Other 
~-~~~~~---~ 

- ---- - - - - -. ~-----_........-. . 
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Table 5 
Pursuit of Alaskan Lifestlle 
vs. Attitudes Toward Growth (1 

(percent distribution) 

Pursuit of Alaskan Lifestyle 

1. Size of Plant Desire:i (2 M::>st !:.east -1- 2 3 4 5 
large plant 400 jobs 28 35 46 49 47 
f.Biium plant 100 jobs 38 33 37 32 38 
Snall plant no jobs 28 .10 9 13 7 
No plant 6 14 8 6 8 

100 100 100 100 100 

Number of respondents = 69 78 85 87 86 
Ganma = . 14 

2. M::>re Job:; Versus Less Ice Fcg (3 

400 jobs, heavy ice fcg 10 15 19 22 24 
100 jobs, less ice fcg 40 33 58 43 40 
No jobs, no additional 

ice fCXJ 50 52 23 35 36 
lOO 100 100 100 100 

~=9:1'rsporrlents = 68 76 84 85 84 

3. Jobs Versus '!'axes ( 4 

400 jobs , 10% tax incre:tse 12 19 18 23 33 
100 jobs, 5% tax increase 45 34 58 40 33 

~~ 
No jobs, no tax increase 43 47 24 37 34 

100 100 100 100 100 

~ . lllnber of respondents = 67 78 84 84 86 
4. t-bre Jobs Versus t-bre People (5 

~ 
400 jabs, 300 families 18 24 20 29 31 
100 job.s, 20 families 34 33 54 45 39 
no jobs, no families 48 43 26 26 30 

100 100 100 100 100 

Number of resporrlents = 67 00 85 84 86 
=-. 17 

c People W•.rsus IJ:Mer Pr ices (6 

300 families, 20% price 
drop 25 33 34 36 53 

/' ' 
100 families , 5% price 

~4rJtb-
drop 32 30 44 41 25 
no familes , no price 
drop 43 37 22 23 22 

IOO IOO 100 IOO lOO 

Nmlbe.r of resp:mdents = 68 80 85 84 85 
Gamna = -.22 

rns'l'ITl11'E OF SCX::IAL AND B:XNMIC RESFAROi 



<Lrtie Pursuit of Alaskan Lifestyle variable is constructed fran responses to six 
questions concerning the provision of feed, shelter, repairs and transportation. 
~ questions are listed in footnote nurrber 1 of •rable 3. Those nost oriented to 
the pursuit of an 1\.laskan lifestyle are nost likely to provide scm! of their ONJ1 
fcxxl, shelter, repairs and transportation. 

<2o,iestion l read, Here are sare other situations where we want you to m:ike 
cooices about future develoµnent in Fairbanks. Suppose a new carparw wanted to 
build a plant north of Cbllege Road in Fairbanks after the oonpletion of the 
pipeline. There are three [X>Ssibilities for the plant: (Cl\RD 8, OIW>KiE). First, 
it oould be srall and not bring any new job opp:>rtunities into the area; second, 
the plant CX>Uld create ne\oii job opportunities for aOOut 100 people; or third, 
it could be large and create 400 new job op[X>rtunities. Which one 1t.0uld you 
favor? 

(Jouestion 2 read, A decision might have to be made al:x>ut the arrount of water 
vap:>r the plant \..o.lld be alle7w'ed to put into the uir. During cold weather the 
water va[X>r \t.Ould result in ice fog. The cost to the plant of controlling the 
ice fog might be very high. Suppose the oorough hacl tD choose bet:wee.n new 
jobs and ice fog . Which of these three conditions \\Uuld you prefer? (CARO 9, T.1\N) 

<4Qlle~tion 3 read, Suppose instead the borough could choose between new jobs 
an:1 increasing truces to pay to prevent additional ice f CXJ. Which of these 
three conditions \\Ould you prefer? (CARD 10, O~) 

(5Q.lestion 4 rEXlu, Now supp:>se the plant \o.Ollld attract rrore workers and their 
families to rrove to Fairbanks. Which of these t·hree oonditions \..Ould you 
prefer? (CARD 11, h'HITE) 

(6Qllestion 5 read, 1\nother possibility is that l he plant would produce sorreth.ing 
at a lower price t.Pan it n<M costs to produce arrJ ship the item into Fairbanks 
f ran outside Alaska. Which of these conditions ·JOUld you prefer? 
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300 new farnilies/20 percent price 
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• larqe plant/400 jobs 

400 jobs/10 percent tax .increase 
400 jobs/300 new families 

400 jobs/heavy ice fo;r 
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I. .._.. ata'te walth fa. ......... , S-Me and ¥07altiea •ill 
tMa placed in tba hnu•~ ~ C21t) ud tba ,,_ral a-.4 
(75t). 

II. 

A. tl•- rank tho•• ••·••• where you woW.4 like to -
tbe terunent Fund inwated. 

1. ca n anl~y Dewlos-t Inveetmau 
2. aJ--10 Diwraifl•Uoa IlmaetlleDu 
J. larint• Aoaomat lllw•~ta 
•• Otber 

a. Plew rank ~bo•• ueae tfben you voul4 l~• to 
••• ~ of tbe Geaeral rad ..,... -1.da 
inwu""""iia. 

~ 
1. ~ 1nity Dewla;a1nt-iii'iwa~u 
2. loonOmio DiwnifiaaUoa lawat.anu 
3. la•iat• Aoaount laft•tMDta 
4. Otber 

--

-
Nov that Ii" haft 1ndioate4 yo~ pnferenoea, will you 
pl••• &e 1 ua vhy YOQ abo.. thl• rankin9 for both qaea~ 
IA aad 18? 

A. R••90ft for rankln9 in Queation IA 
--~----------------

8. --n for rankin9 in Queat.iOD Ia _________ _ 

III. Inveatmuu ln Ol•walty Dewlq at, SOOnoalo Dlftnlfl­
oat.ion and la•in9a Aoaount.a oan •UJ oonaiderablr. Wl~n ••ob oate90ry pl- rank tbo•• area• vbloh JOU bel1•99 
1c99atllenta abould be llade. 

A. Ca•t1Dlty Developmeat !!H. 
1. ~ 
a. .. ... -
J. -r -... Clrio and CDn..atlon Cent.re -
s. .... 1., --
'· otber --



a. &oa•Ollla 01 .. ralficatioa 
1. flaberiea 
2. A4rrlaulture 
J. Mi.llieral ~action 
•• ti-Mr 
5. '!raapoftaUOD 

'· Tomrl• 7. Manufanariae 
a. Other 

c:. lniDt• Aaoomat 

-1-
,, 

1. la•••t t• •••-rate of retua vltb 
aafety reflardle .. of vb.are or what 
ianatmat l•. 

2. Joint wntue with private •terpriH 
for the atate to abare OWMrabip, 
ooat.rol aa4 profit poteDUal. 

3. OWn and operate at.ate oorporationa 
(larp Male projeota obo- by 
the le9ialature) 

4. 8uba141 .. certain oan\lftity denlo.-nt 
and eooftOllic diveraiflcatlOD enterprt ... 
throufh 1CN1er \ban aarkat latareat rate 
loana. 

5. Make loana to any -terprlH Wbioh aan 
pay !:>aok the loan plu lnteraat. 

6. Maka loan• to cert.ah eaterprl••• 
apeoif ia4 by atatute. 

7. other 
-----------------------------

.... -
--
- · -
Rank -

--
IV. Now that you ban indicated yov prefenaoea, will roa 

tell u• why you cho• tbia rankln9 for queatioa llIA, 
11ra an4 IIIC1 

A. ..a90Da for rankin9 in O-atioa IIL\ ______ _ 

n. RaallOfta for rantlav ln OYa•tlon 1111 _____________ __ 

c. ...eOD• for rank1D9 in O-•Uoa tlIC -------



I 
-l-

v. A fiftti q11aadon -y be ••keel OD ·AcocMatabill- ... 
control• but aa· . .ver• to thl• ciue•t.icm an not •• 
••••ntial ox· ... ful .. tbe four •"Vt••ted abow'e. I 
wo"1d reom1eeu4 either ~ lmry of a fifth qaudon 
or 4.ropplat •Aaooutabll1t7 a4 coauo1• -tinl~. 

IOIZ/ 274-73,6 

• .:J 



6/29/77 

Dear Mr. Singer: 

'lhe National Film Board of Canada 
article was based on a nt..Jtber of taped 
conversations. 'lhe sectiai on the Land 
Claims is disjointed and inCXltplete, and 
the part that mentions Andy Chikoyak is 
in error. Andy was not taking over the 
SKYRIVER project as indicated in the 
article. He was trained by JTE to set up 
shop as a film maker in the Bethel area, 
not as a carrnunity developer using film 
Md video like I did in Emoonak. ----, 
/t£,,, /~ 

3/ l/- y~~ 
; - 1J(µ./J. 

~A~ )Y. lf.<J( 



TECHNOLOGY IS THE ANS'WER, 
BUT WHAT WAS THE QUE~iTION? 
By CAO THANH TUNG• 

Too often countries are attracted to the use of 
educational technology strictly on the glamour and 
gimmickry of the 'hardware', and little reflection is 
given to clear, concrete plans and the specification of 
goals and objectives for its use. This approach leads to 
difficulties once the first 'rosy glow' of excitement over 
the facilities and hardware subsides and the reality of 
integrating the technology into programs for 
educational change and national development con­
fronts the user. Technology, therefore, becomes a 
problem, and its user must scurry in varied directions 
identifying questions th<' technology can answer. To put 
it in Vietnamese terms the 'plow is placed in front of 
the ox, rather than behind it'. This was the thrust of a 
one-month Scminar/Wor!,shop on Planning for the use 
of Educational Broadcast Media fo r National Develop­
ment sponsored b) UNESCO in South Viet Nam, June 
1-27. Some thirty individuals participated in the 
Workshop representing the various educational agen­
cies in Viet Nam and practitioners and planners in­
volved in the use of educational broadcasting. The In­
structional Materials Center of the Min ist ry of Culture , 
Education and Youth in Saigon was the site for the 
gathering. 

The Workshop's objectives were fou rfold : 

• To give participants n familiarization of the 
factors und process which inlluence the ef­
fective use of co111munication media for 
education and nationnl development. 

• To provide participants with opportunities to 
participate in the development of a plan for 
solving priority educa tional problems affecting 
the national development of Viet Nam into 
which the use of mc<lia should be integrated, 

• To give those participants lacking familia rity 
with basic brou<lc11st studio procedures an 
orientation. 

(co11ti1111,•d cm f'llJ:C! 6) 

•cAO THANli TUN(l i~ 1>c11u1r Uircc1ur ur 1hc lnsuu~1iu1111 I 
Mnicriuls Ccnlcr, Snl1tt11n, Vici Nnn1. lie l11u pnr1icip111cil in former 
1rnlnlng courses in IITV 111 CETO In Aus1rnli11, Jnpnn 1111J chc Unlll'll 
S111tcs. The llutruc1inn11I Mn1crinl\ C:cntrr Is the i;ovcrnmc11111l 
orgnnir.111inn in ch11rgc of l111cgrn1 i11g nc:w mcJin hllll 1hc nnt ionn l 
ct.lucntlon tkvclopmcnt ur Vici Nnm. t\$)1~tl'll nn<l )trnngly ~ u1111urte<l 
b)· US1\I 0 unJ O'fCA, lhc l'.en1cr b u111lcr111king v11rin11~ 11ctivitic~ ftir 
text hook 11roduc1io11 , rntllo, lclcvblnn unJ audio vbunl cducu1h111 . 

VIDEOTAPING: PROCESS IN COMMlJINITY 
DEVELOPMENT DISCUSSED BY 
TIM KENNEDY AT CENTER SEMINARS 

Timothy W. Kennedy, Director of the Skyriver 
Project , was the featured guest of the Information Cen­
ter on Instructional Technology for two mini-seminars 
where he screened films and talked about the use of 
video tape and film in the process of community action. 

Skyriver is the name of the video tape/film project of 
1971-72 on the Yukon River in Alaska. The setting is 
the Eskimo village of Emmonak where Kennedy had 
previously spent two and a half years helping organize 
a fishing cooperative. In search of ways to strengthen 
the process of community action, he met the people 
responsible for the Fogo Island program where the 
Film Board of Canada and Memorial University had 
developed a technique of using film and an animator to 
promote loca l change. Kennedy got some funding from 
the U.S. Office of Economic Opportunity to use video 
tape and film to test out some of the Fogo Island ideas 
and sec whether these visual media could help the 
Eskomos nffcct change through their own efforts. 

Kennedy is not trained as a film maker; his interc~ t in 
Skyriver was to get Eskimos first to al'ticulate their 
problems, then to agree by consensus on their most im­
portant problem and finally to act in unison to get 
government officia ls to respond. Group consensus and 
action had been absent in Emmonak; village factions, 
feuds, and the indivi<lual's sense of powerlessness in the 
face of government were the norm. The visual media 
were useu , therefore, to fortify the villagers' efforts nnd 
became the tool to achieve the ends of community 
power and government accountability. 

The key word during the ICIT seminars was 
PROCESS. What is done and how it is clone arc the 
main factors in this process. While the aim or most, if 
not all, lilm makers is to create a distinctive product, 
Kennedy's main concern is to establish a process of 
community dcvelopmcnt in which video taping and 
filming play 11 role. The loca l pcople control the tempo 
of the process as well as make the fu ndamental 
<lecisions on how. when nnd where the media will be 
used. 

Another important aspect of the process is the matter 
of uccountability. When a person is taped or tilmed, no 
one else gets tu sec the tape or film until the individual 
lirst screens it personally and then signs a release 
stntcmcnt. The individual has complete editing control, 
and has the last word as to what is cut ()r not. 

(crm1i1111,•d 011 page 3) 



The May: 1974 issue of //rstruct ioflal Tech11ology Report was 
devoted to reviewing, a series of analyiicnl studies done by Wilbur 
Schramm and stuff members of the Institute for Communication 
Research, Stanford University, on learning, cost and field projects 
using media in education. Laurence Wolff prepared the review report 
for the Bureau for Technical Assistance, Agency for International 
Dcvclopm-tnt. Due to limitations of space in thnt issue, two projects 
designed to extend educational opportunity in Mexico were not in· 
eluded and arc rcproduccc.J here. 

RADIO SCHOOLS OF THE TARAHUMARA, MEXICO 
PROVIDE VILLAGES WITH PRIMARY EDUCATION 

According to "Tiie Radio Schools of the Tarahumara, 
Mexico: An Evaluation, by Sylvia Schmelkes de Sotelo, 
Catholic missionaries founded the radio schools of 
Tarahumara in northern Mexico to provide the remote 
villages of the Tarahumara Ind ians with primary school 
·education. In 1971 there were 46 schools with I ,08 1 
students spead over I 0 municipalities in their region. 
Most of the schools consisted of a single classroom con­
taii1ing students from grades I to 4 . 

The standard primary school curriculum is used and 
all instruction is in Spanish. Two teachers at the radio 
station teach all of the radio programs, which consist of 
15 minute presentations by subjecl and grade. Each 
school which receives the broadcasts has one or two 
"auxi liary" teachers - persons with usually no more 
than a primary education. 

The researchers tested and interviewed a sample of 
all the students in the schools. They found that over 
60% of the students were mestizo (white) rather than 
Indian. They also found that, while achievement scores 
in general we re similar to those of stu<len1s in Mexico 
City, the mestizo students did significantly better than 
Indians and were also much less likely to drop out. 

Interviews with teachers and directors showed that 
the program hud the fol lowing problems: 

• Poorly defined goals and policies. 

• Provision of the same urban oriented and 
academic curriculum to two culturally hctcrogenous 
groups, the Tarahumura Indians and 1111·.vtiw.v. 

• Low motivat ion by the auxiliary teachers. 

• Ltttle local participation in founding and 
operating the schools. 

• 
• 

to do 

Lack of proper supervision and eva luation . 
Lack of suffic ient tinnnces lo enable authorities 
rnidJle or long-range plann ing. 

• lnsuflicicm time on the part of centra l personnel 
to handle the rad io schools. 

In on ly 7 of the 24 schools visited was the rndio 
working. Thus the bulk of the teaching was being done 
by the nuxlliary 1cnchers, 11nJ the radio, even when 
used, operated as nn nid 10 the teacher. 

• These fi ndings ca lled into questi on 1hc entire scope 
of the radio schools . 

I , f 
When the researche~s presented ttiei'r .findings, the 

missionaries at first began' to plan for a new kind of 
non-formal school, which would provide Ind ian 
adolescents and adults with an awareness of their 
situation and their need to improve their lot, based on 
the concepts outlined in Paulo Frei re's Pedagogy of the 
Oppressed. Then the missionaries decided to continue 
to teach primary school children and to develop adult 
education as a separate activity. They appeared to be 
motivated by a desire not to abandon the work of the 
last 15 years, even though its va lue had been called into 
question. 

As of the writ ing of the Stanford report , the new 
direction of the radio schools had not been determined . 

RADIOPRIMARIA: PILOT PROJECT IN MEXICO 
USING ONE TEACHER PLUS 
RADIO TO TEACH GRADES 4-6 

According to "A Report 011 th e System of 
Radioprimaria i11 t!.e State of Sa11 Luis Potosi, by Peter 
L. Spain, the purpose of the ratlioprimaria, a pilot 
project of the Mexican Secretariat of Education begun 
in 1970, is to provide instruction in grades 4, 5 and 6 to 
rural schools which have had only the first three grades 
of primary school. The incomplete primary schools 
provide one teacher for grades 4 to 6 who is assisted by 
the radio programs. The prngrams arc prepared 
regularly in Mexico City and then transported to a 
university-operated radio stati(ln in San Luis Potosi 
where they broadcast for 90 minutes a day. 

The S1anford study of R1uliuwimaria utilized the 
following methods to eva lua te the radio schools in the 
context of educationnl needs in rurnl areas: direct ob­
servation; achievcmenl testing; analysis of the costs; 
questionn1tires and interviews. 

The mos1 important finding was that thl· 
R11diupri111aria was not fulfilling the function for whi ch 
it wus designed. In 1972 on ly about eighl incom plete 
primary schools had estab li shed grades 4 to 6 to take 
advantage of the radiu lessons. Another 36 complete 
primary schools were usi ng radio, essentially as an all · 
junct 10 thei r rec·.1 la r teach ing. In addition, on ly 18 of 
the 44 schools using radio had a functi oning :•udiblc 
rad io on the day they were visited . Since there was I ill le 
or no supervision, the program personnel in Mexico 
City were nut aware of these problems. 

Another mujor problem was that, since 80% of the 
programs were pre-pured for all of grades 4 to 6, the 
st udents would hear most of the same programs over 
the three yenr period. 

Other findings were us follows: 
• Rndiu instruction produced achievement scores 

compurnblc Ill those of the chilJre11 in direct teac hing 
sehm)IS . 

(c1mt/1111rd 011 p11g1• 3) 



(continued fr;,m page I) 
VIDEOTAPING AS PROCESS 

After a person releases the tape, the community 
group screens it and reacts to it. Any member of the 
group may add to the tape already made. The calking 
about village problems an<l the taping of these 
discussions have the effect of consciousness raising and 
direct disputes and hostility away from the people 
themselves to the tapes. (Eventually people in Em­
monak began to see common problems and feel a sense 
of community when before the taping this was not true.) 
Once the community arrives at a common problem and 
Jiscusses it fully , it proposes a solution to the problem. 
Film is used during this part of the process because it is 
considered more powerful than video tape, since 
screening a film demands an environmental change for 
the viewer - a government official must leave his desk 
and telephone to sec a film in a darkened room which is 
not true for video tape screening. Black and white film, 
instead of color film, is used because Kennedy has 
found that viewers can mere easily get the critical in­
formation from it. Also, the use of film slows down the 
process at a time when it has attained a great amount of 
spe~d. The developing of films takes time and this time 
gives the villagers the opportunity to really think 
through what they have said, and be sure what they 
have said represents how they feel and what thl:y want. 

When the policy makers, far from the village, screen 
these films, they hear the articulation of a perplexing 
problem and arc given a solution to it as well. Ac­
cording to Kennedy, this approach docs not throw 
policy ma kers on the defensive nor do they sec this 
complaint as just unother gripe. After government of­
ficials and neighboring villagers sec a filn1, their 
responses nre video taped . They enjoy the same rights 
of accountability und editing as the Emmonak villagers. 
These people nrc not ,·bliga ted to give instant replies to 
Emmonak lilm; they may take as much time ns 
necessary to tu lk uu t their ideas before they arc ready 
to given reply. This process, therefore, creates a direct 
channel of communication, horizontally between 
village level pel)plc and vertically between villagers 
and government officials working hundreds of miles 
away. 

Three typ<:s of film were shown at the Cc1•1•·r 
seminars: a di rect communication (process) film. an 
ora l history film, and an entcrtnin111ent film. The first 
type gives non-Eskimo people their first opportunity to 
sec and hcnr vii luge Eskimos artic ulute their proble ms. 
In this particu lar lilm the Eskimo chosen by the group 
to discuss the problem objects strongly to sending hi s 
daughter to 11 hoarding school 5,0UO miles uwuy: "she 
wi I be gone too long 111 11 time und will forget her 
Eskimo wuys: she cannot help with the work at huinc; 
an ~l she mny die fur from home un<l will not be seen 
ag lin ." His solut ion is to ha ve regional seconda ry 
schuuls which will be close enough ft1r the children to 
cu nc home nn the weekends. Kennedy sa id that when 
edJc1Hio11 officia ls saw the tilm, they were shocketl at 
lht~ information nnd were so moved by the presentation 
th at n ccntrnli:t.cd boarding school pl1111 cvcntuu ll y was 
ubundoned In fn vor of the Eskimo ~nlut ion of region a I 
sccondnry schools. 

The· oral history filn1s also have a dramatic effect. 
This time the effect is on the Eskimo commllnities. 
Their ways had been discreditea with the arrival of the 
American culture. The oral history film has an elder 
who reca tis witnessing a native doctor hea I a woman 
and he tells how he himself was healed by this kind of 
medicine. This film serves as the catalyst for other 
people to recall with pride incid::nts of nat ive culture 
that had become taboo subjects. Furthermore, the oral 
history film begins bridging the gap between the 
generations. The young people are asking, even 
pleading with, their elders to recal I the past. According 
to Kennedy, this type of film has be::n helping to restore 
pride in Eskimo ways and is providing the only record 
of Eskimo culture that in great part will be lost with the 
death of this generation. 

The entertainment film was filn". ed by children in 
Er,1rnonak. The film was essentially children filming 
themselves at play. The villagers watch films like this 
one to provide a needed amount of entertainmenL and a 
more relaxed atmosphere for the scre::n ing of the other 
types of tapes and 11lrns. 

(co11ti1111ed fi'0/11 page 2) 
RAOIOPRIMARIA 

• The l?adiuprimaricJ would costs about S52.60 
per student compared to S 118 for traditional in~ 
st ruction. 

• About 75% of the Rt1cliopri111aria teachers com-
muted from the ci ty to the rural areas anJ did not like 
teaching in the rural areas. They were not very satisfied 
with the radio programs, but still favored their ex­
pansion. 

• Parents favored school ing for their children 
principally as a means tl 111ove to the C\ty and gl!l bet­
ter jobs. 

• In the city of San Luis Po1osi there arc not 
enough jobs for primary and secondary school 
grad uates. 

E vcn though U ml ioprimuriu has su rvi veJ for I hree 
yea rs, as presen tly cunstitutcd ii will not he 11hle tn aid 
rural development. According tl> the stud}. rural life 
will improve only when 1here is a c1mrdina1cd attac k nn 
rural soci:il :ind economic problelll~ . 

/mtruct imwl frd1110/ogy lfrp11r1. puhl bheJ hi­
munthl y. is the ulfo:ial newsletter nf the In­
formal iun Center un I m.t ruc1 ionu I Tc::l111oh1gy. 
The Center servl!S as a n i11tl!rna1 ionnl 
clcuringhousc fM materials and info1 mat ion on 
important devclop111e1l1S in the USl! of lechnology 
for imprllving cducat inn nrouncl the world. The 
Center is opl!ratcd by the A1:11clc111y for 
l~lucu t ionnl Dcvcl11pmcn1, a private 11011-prnlit 
organizntion, und is supported by the Uureuu ror 
Technical Assistance ol' the U.S. Agency for ln­
tcrnat ionu I C:Xvclopment . 



The Director Reviews 

SIGNIFICANT NEW DOCUMENTS 
ON EDUCATIONAL TECHNOLOGY 

Community Media Handbook, A. C. Lynn Zelmer, 
The Scarecrow Press, Inc., Metuchen, New Jersey, 
1973, 241 pp. 

This small volume is a basic "how-to" book on media 
utilization with good U.S. cost figures. This handbook 
grew out of a series of workshops for media users whose 
interests ranged from the use of.· tel evision to the design 
of simulations to the production of simple motion pic­
tures. The solutions to media-user "how-to" problems 
are framed in a context of developmental use by com­
munity members with limited funds so the solutions 
could well apply to developing 1.ountries where 
technical skills and funds arc in short supply. Equip­
ment needs, program planning, script writing and 
production arc discussed along with a good presen­
tation on select ing among alternative media. 

For additional information, Mr. Zelmer can be 
reached at the International Communications Institute, 
P.O. Box 8268, Station F, Edmonton, Alberta , Canada. 

Attacking J<ural Po11erty , /lo w Non.formal 
£t!1u:ation Can Nclp, Philip H. Coombs with 
Manzonr Ahmed, a Research Report for the 
World Bank prepared by the International Coun­
cil for Educutional Devt:lopmcnt, The Johns 
Hopkins University Press, Oaltimorc and London, 
1974 , 292 pp. 

The focus of this stuuy is on types of educati1.nal ef­
forts outsidc till' formal school system which seem to of­
fer potential for helping in the monumental tasks of 
rum I development. The study looks especially 11 t 
programs designed 10 increase the skills and produc­
tivity of fa rmers, artisans, crnflsmcn and small 
businessmen. 

Chapter ten: Improving the Technologies of Non­
formal Education hears direc tly on the ureas or in ­
for11111tinn which arc the rcspunsibi lity of the ln­
forn111 1 iun Center on I nsl rue! ion a I Technology. T h is 
st udy uses the term "educa1 ion a I tcl!l111ology" in l he 
same context us the Center, as "all the various means 
and methods that cnn ussist an cducu1ional process 10 
accomplish desi red learning results," In thi s arcu , the 
study led tu thl.! fulluwing bnsic conclusions: 

• Nonforn111l education hus an cx1rnordi11ary 
cn puc.;i1y 10 use an almost i11l111itc Vl\l'ie1y uf 
cduca1 ionn I tcchnolugics; 

• Nonforu111I education has tended to cling to 
trnd itio1111l 1 costly a11d i11cflicicn1 means u11d 
met hods; 

• /\ nwjur cause of economic bottlenecks to ex· 
punding nonformal education is the uver· 
reliance on fu cc-tn-facc inst rue! ion of learners 
by teachers. Print 111atcrials plus rudil1 can he 
mighty effective; 

• The main emphasis in seeking ll> i111p rovc 
technologies for education in poor rural arcns 
should be on prom111i11g the ingenious use of l:f­
fective, low cost technologies th111 nlrcndy 1,;xist 
1111d not 011 introuuclng sophi stic111cd new, ex­
pensive 111cdi11. 

Mass Media in "fl African Context: 
An Evaluatiun of Senegal's Pilot Project, 
Reports and papers on Mass Communication No. 
69 
UNESCO, 1974, 53 pp. 

This case study of the pilot project covers the years 
1965 to I 970. The basic purpose of the project was "to 
place modern techniques at the service of adult 
education , laying particular emphasis on Senegal's 
requirements.'' Television was considered a service to 
society on a par with education, health or public ad­
ministration. However, the price of television and the 
uncertainty about its benefits have prevented the 
government from continuing anti extending the pilot 
project. 

Self-hetp rather than greater government assistance 
was the object of tl.e television project. The main 
problem, however, was the gulf which separated th<~ 
people from the aC.:ministrators and their inability 10 
make themselves heard or have their demands satisfied. 

The training of the staff involved the mastery of the 
technical conditions, adaptation to the needs of the 
audience and exploration of problems involved in using 
Wolof as the language of television. The project staff 
was called upon to work in two languages and in two 
cu ltures. When the producer felt he was a "servant of 
the country" and needed 10 "follow its tradit ional pat­
terns", the drama format seemed lo emerge as the best 
way to present ideas and information in 11 realistic and 
useful l"ashion. 

In addition tu good programming, it was found thut 
success or the tclcclubs depended on thc qunlity of the 
television reception and the ca pability of the group 
leader . And linally, the report concludes, "The ef­
fectiveness of the lllcdium Of Cl>llllllUnicntiun depends 
essentia lly on the ovcrnll organizntlon of services into 
which it Is integrntcd and the socio-politicnl framework 
in which II lipcratcs." 

A Gc11eml /11j(Jm1<1t lo11 Systl'111 fo r l!d11rntio11nl 
1't'clt111i/11~y (li'f'G/S): /\ Conceptual Scheme, 
Marg11rc1 E. Chisholm, Dean, School of Lihrnry 
and Information Services. University of M11ryl11nd 
and Donald P. Ely, Dircc1or, Center for the Study 
of In formation and Ed ucation, Syrncusc Univer­
sity, U.S. Office of Education No. 74-40 I. 

Even though its focus is 0 11 11 sys1c1•1 for the United 
Stntcs this docu111c111 provides useful insights 011 the l111-
p1 rwnce of collecting nnd classifying d11111 for 
developing count ry planners whu llrl.! considering 
educational technology ns an i111egrnl part of the 
education process. The U.S. has 11 prnblcm because its 
uses or cduc111 ionn I 1echn1llogy cover mnny years of 
prncth.:c and include 111any definitions of what 11111kcs 
up educational 1cch11ology. Developing country plan· 
ncrs, 1111 the other hanu, have the 11dv1111111ge nf hcing 
nblc 10 ga ther base line data from 1he beginning with 
their new systems :111u this puhlic11 1ion Clffors 1hc111 ex­
ce llent planning guidance both in 1hc text l'f the 
docu111c111 and in the eleven critiques of the conc<:ptuul 
scheme which nrc incluued. The document is available 
for $ 1,00 from the U.S. <lovernmcnl Printing Office, 
197·' :546-4 77/2039. 



Instructional Efficie11cy: A Means .for Reducit1g 
Formal Classroom Time, Seameo Regional Center 
for Educational lnnovatim1 and Technology 
(INNOTECH), Saigon, Viet Nam, P.O. Box 3049, 
May, 1974, 71 pp. 

INNOTECH is exploring variolls approaches to solve 
the problem of mass delivery of primary education in ­
cluding development of meani: for deriving core 
educational objectives so that the curriculum itself can 
be pared down to essentials to be learned; second, 
minimizing use of formal classroo•ms nnd modifying the 
teacher's role to one of managi ng the self-instruction of 
a la rge number of children with the assistance of com­
munity members, parents and pe1::r tutors (Project IM­
PACT); and third , Reduced Instructional Time (Project 
RIT) through development of an instructional process 
that will increase lea rning rate and/or reduce formal 
classroom ti me. 

This volume is a cullect ion of papers by outstanding 
educators from the United States. Great Britain . Viet­
nam and Singapore stri ving to answer the question 
"Using current instructional objectives, how can the in­
structiona l process in primary education be made more 
cflicient and effective without increasing costs'!" 

• 

To our French readers: we urge you to acquaint 
yourse lves with the publica1ion DIRECT and, for 
your conveniem:c, include n copy of their order 
hlnnk. reprinted from thei r publica tion: 

Getting to Sesame Street, Origins of tire Children's 
Television Workshop, Richard M Polsky, Spon­
sored by the Aspen Program on Communications 
and Society, Praeger Special Studies in U. S. 
Economic, Social and Political Issues, New York, 
Washington , London, 1974 , 139 pp. 

"Sesame Street", the U. S. educational television 
series for three to five year olds, is quoted world wide 
as an example of outstanding programming and suc­
cessful use of the medium for teaching children 
cognitive skills. The program has been adopted by 
many countries and adapted by many others (Plaza 
Sesamo, Vita Sesamo, Sesamstrasse, etc.). This im­
portant document details the preplanning efforts that 
went into this project of the Children 's Television 
Workshop and highlights the need for sufficient lead 
time fo r planning, dedicated leadership , knowledgeable 
technicians, sensitive educators and sufficient funding 
to be brought tog-:thcr to insure success. 

Polsky's book describes primarily the two years from 
1966 to 1968 when the idea of a cognitively-based 
chi ldren's television show was examined for its 
feasibility, u forma l proposa l written, financia l support 
secured, expert advice sought, personnel hired , and the 
project formally begun. By concentrating on this period 
the author was able to examine how decisions made 
ea rly in the planning affected the show and its sub­
sequent evaluation . The disting •ishing fea tures of this 
planning operation were: a small group of planners, a 
high degree of professionalism, clea rl y stated ob­
jectives, a degree of fle xibil ity nnd a system of checks 
11 nd bu la nc:cs. 

pour recevoir direct 
SI voua croye7. que DIRE·CT peut lntere11er 
certalnos de vos connnlssances, certain• 
de vos nmls ou collogues de travall, n'he­
sltez pas I Communlquo:!-nous leurs noms 
ii l'nlde de cc coupon e t: c'cst blen volon­
tlers que nous les lnscrlrons sur notre llste 
d'envol. 
Attentl<.'1 toutefols, notro tlrage est limlte. 

C'est pourquol noua nous reaervons le 
drolt de servlr en prlorlte lea gens pour 
qui ce bulletin eat falt : lea pratlclena et 
lea technlclens de l'enaelgnement, les 
chercheurs en technologie de l'enseigne­
ment et en partlculler ceux qui n'ont pas 
nc1.es fllcllement aux sources d'lnforma­
tlon habltuelles. 

REN .JOVER CE COUPON A L'AGENCE DE COOPERATION CULTURELLE ET 
TECHNIQUE, CENTRE D'INFOAMATION ET D'ECHANGES TELEVISION, 39, BOU­
LEVARD DE MAGENTA, 7501 PARIS, FRANCE. 
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(continued from page .J) · 
TECHNOLOGY tS THE ANSWER 

• To generate a series of follow-up act1v1t1es 
which the IMC can continue throughout the up­
coming year in the upgrading and i.n-service 
training of its staff and its continuing effort to 
integrate the use of media into the sr ~ ution of 
Vietnamese national development problems. 

I 

The Seminar/Workshop, within a limited period of a 
month's time , provided the participants with a better 
understanding of the conditions which surround any 
successful broadcasting system in its attempt to serve 
education. These have been, unfortunntely, not fully 
taken into serious consideration in the country of Viet 
Nam during its earliest days of in-school broadcasting. 
This situation contrasts markedly with the use of 
educational broadcast media in the countries of El 
Salvador, Mexico, Brazil , Guatemala, Singapore, 
Malaysia , Japan and Korea, which were presented as 
case studies to the participants. Ph: ticular attcntio1, 
was given to identifying Vietnamese educational 
problems and Jl.'vcloping plans in which broadcast 
media and other low-cost educational technology could 
effectively be used as part of a solution. Major presen­
tations were given on the process of planning, 
specification of objectives and research-evaluation 
strategics. The course content and major activities were 
developed by a coordinating committee of the In­
structional Materials Center with the assistance of 
Norman McBain, the UNESCO Regional Broadcasting 
Adviser to Asia, and Henry Ingle, special consultant to 
the Seminar from the Information Center on In­
structional Technology, Academy for Educational 
Development, Washington, D.C. 

Did the Scminur achieve its objectives? What actions 
mu:· be taken us follow-up after the closing of the 
Seminar'! To get this answer, we have but 10 look nt 

ICIC 
THE INFORMATION CENTER ON INSTRUCTIONAL TECHNOLOGY 
Ac:Memy fOf EduuUonal Devetopm•nl 
1414 22nd StrHI, N.W. Wa1hlngton, D.C. 20037 

final projects which ithe participants developect toward 
the end .of the Seminar/Worksh'lp in which they were 
asked to develop detailed plans using media to help 
solve specific educational problems in Viet Nam. 

The Seminar concluded on a positive note with the 
participants presenting plans and guidelines for a more 
effective use of Viet Nam's existing broadcast facilities, 
looking at successful experiences in other developing 
countries and at local Vietnamese conditions. The par­
ticipants arrived at proposed actions they felt relevant 
to improving educational broadcasting. For such im­
pl:ovemcnt, the participants concluded that ingredients 
o'r.' the following nature are needed in Viet Nam: 

I. intra and interministerial cooperation and 
coordination nt all levels within the country. 

2. permanent institutionalization of personnel 
training in p1ocluction, utilization, research and 
evaluation. 

3. an inventory of available resources and 
possible outside funding assistance. 

4. a thorough assessment study of Viet Nam's 
principal needs for national development, in­
cluding those of education, health, nutrition 
and agriculture as well as industry. 

With this in mind , the UNESCO Seminar - com-
, prehcnsive in its content and diversified in its par­

ticipation - conducted for the first time in a war torn 
member state was concluded. The hope is that this 
forum for discussion will be followed by nction. This 
remains to be seen for Viet Nam is not a typical 
developing country. II is a country at war where resour­
ces arc limited and the morale is low. But clear 
thinking is a pre-requisite to appropriate action, and 
this the Seminar/Workshop certainly has provided. The 
Seminar hus greatly contributed to a more serious un­
derstanding of what is needed for an effective use of 
communicrl:on media in national development. 
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Tim Kennedy spent sovon }'oors in Aloslrn 
witl1 projects funded by tho U.S. Office 
of Economic Opportunity. 

During that time ho developed closo 
pcr~onal relationships with villogorn, 
policy-malwrs mid logis/n lors in the 
Yukon rivc:r delta, the stoic capitol nncl 
Wnshington. 

Those associations give him a vonlago 
point for forming a porspoclive of lh o 
human condition in an Aloskon con to.'< I. 
Jn tho foll owing articles he describes 
tho Skyrivor projoct, ond nrnlws obs11rvo­
tions about lifo in rho past uncl prnsont 
for Alusko's 1101iv11 pooplo, along wit It 
some prospects f or the f uturc:. 

Tim Kennedy hos recently joined rite 
Chollongo for Chango progrom os" 
producer. Ho is welcome. 

' Basically the Skyriver project uses .!Omm 
film and half-inch video as tools to build 
community strength. For the past two­
and-a-half years, we have.attempted to 
provide access lo both video equipment 
and a professional film crew for Eskimo 
village people, particularly in the lower 
Yukon river area of Alaska. Skyriver 
goes into a community completely open­
cnded, not beine afraid of the ambiguity 
of the silul!tion .hat's going lo d<!velop. 

It Grew Organically 
I had already spent two-and-a-half years 
in the lower Yukon before any video 
equipment was brought in and the pro­
gram really grew out of that experience 
in n kind of organic way, based on my 
involvement with people in Emmonak. I 
went there first ns an organizer for a 
fish marketing co-op. People wnnled to 
challenge the Scottie merchnnts, the 
Scnltlc Connery operation there. 

It wns a fairly classic kind of cxploitn­
lion. The people's nets and everything 
were owned by the company, and they 
hnd to get their fond from the store 
owned by the ca nnery - ii w 11s the only 
pince tha t would give them credit - and 
!hon lhnl wus deducted from the price 
pnid fo r their fish nt the encl of the ycnr. 
Usunlly their fi sh brought a fow hundred 
clolln rs, nnd so they woulcJ hnvc to gel 
bu ck into credit lo hold them over the 
winier. In tho post thnt worked bccouso, 
ns the mnnngor of the store sa id , "The 
people hud no ot her ol lornnlivc." 

Now they've slnrtcd their own co­
opcrntivc nnd they've litorn lly token over 
the river. It's o m11lli·million-dollnr busi­
ness now; thoy hnve about :JOO fishermen 
- tlwy'vc bcon quite successful. 

'1'110 Problem Is Wo Don't Havo Any Power 
Of course, while I WU!l w01·king with I hum 
on getting the co-op group, we nlso 
rnpped nboul other things. Whnt they 
uald w118 si mllnr to whnt people in Noorvik 
used lo sny when I lived up them: Tho 
real problmn is not tho fn1:t 1hnt we hove 
11oor housing or thnt we ho ve hea lth 
proulems; tho big problem is thnl wu 
don't hnvo nny powf!r, we fuel rnonlpu­
lntml. We know thnt wo don' t re111ly hnv1: 
control ovc:r whulhor n houso Is going 
to be built this wuy or thut wuy, hut wu 
don't know how to combu t It, wo don' t 
know how thu holl to have nny input. 

At the Juneau, Anchorage, Washington 
level, they don't realize that people 
understand when they arc being m_nnipu­
laled ... understand that they don't really 
have very many choices. They are simply 
not in a position to do anything about it; 
they don't have access to information. 

Film as Process - The Fogo Experience 
In the meantime I met Don Snowden who 
was the director of the Extension Service 
at Memorial University in Newfound­
land, and he told me about a process of 
using film, and eventually videotape, that 
was developed by Colin Low for the 
Challenge for Change progrum 11t the 
National Film Board. Jt wns n combination 
of the film-maker nnd his skills, nncl the 
r.ommunity organizer. They developed 
this process and it was used quite suc­
cessfully in Newfoundland. 

So everything just foll into pince at 
thut point - it seemed right in line with 
what I'd been thinking about. I had done 
some experimenting with videotape, but 
nothing in n very formal way. So, with 
some help from Don Snowden and Colin 
Low and others, the Office of Economic 
Opportunity wns persuaded to fund un 
experiment in tho uso of media. It wusn't 
11 progrnm thnt was put together and 
shipped of( as u p.JCkagc to n vllluge. It 
grow ou t of the village ... people talking 
nbout different things they'd like to rlo. 

just J>ooplo 'l'olh ing 
So tho first pnrt. 11f this process Is just 
people tnlking, nn I we use hnlf-inch por­
tublo video units fo l' the first phnse of this, 
mniuly because, unlike nlms, people cnn 
control them immediately. It tnkcs about 
1111 hour to learn how to use a video 
unit; ii provicfos lmmedintc feod unck; 
thom's no processing involved. You nrn 
screening younrnlf whiln tho net is still 
fresh in your memory - os soon ns you 
slop, you c1111 look nl yourself. It 's nli;o 
porlnulo, 11'11 bu ttery opcrntucJ, people 1:1111 

tnkc it nny place they wunl lo, out in 11 

fish comp or onywhorc ulsc. VTR is used 



to build the momentum of community 
discus!ions. It's glamorous enough so that 
everybody in the community comes and 
screens themselves and screens their 
relatlves. Tbese screenings go on over an 
exlcnded period of time. 

Bring the Factions Together 
ThlB is very important because Eskimo 
communilies, just like o community in 
Anchorage or onyploco else, ore not 
homogeneous groupings of happy pecple• 
who love each olhcr. There's a lot cf 
factionalism in Emmonak. You hove the 
Block River people, lho Tundra people 
nnd lhe Yukon people, ond lhore isn't 
that much communicn tion among lhe dif­
ferent groups. So, lirsl of oll, it brings 
these groups logclher. Also, in o vorlical 
foshion, ii brings loge lhcr the old people 
ond the younger people in the commu­
nity. Everybody comes lo lhese meetings, 
:i1'd they sturl rencling lo then1sclves in 
.1 very strong way. Tho image itself 
forces a snfc kind of ronclion thnl fnce­
lo-foco confrontnlion wouldn't ot thnt 
point. Evonluolly. through lhesu s..:rr.cn­
ings nnd dlsc:uss!..>ns. tho people actually 
got I ' the point whom th ey slur! sooing if 
there Is n c:omiunsuN 011 different lssuos, 
such us ocl ucn lion or housi ng. 

Nocd lo Tuko tho Timo 
Th is period of using video lo bring tho 
community logelhur ri nd build n consen­
sus on some of tho key issues is very 
important, oml IL hns lo bo glvon enough 
time. The firs t your wo lrngun Skyrlvor, I 
hod lo return lwu-lh lrds of ou r fumls 
lo the funding ugoncy, hccn usu I refused 
to rush th e process nm.I brlns In the film­
m11 kors too soon. 
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The Village Selects tho Organizer 
When the time was ripe they selected on 
individual from the village to act as the 
organizer on the long haul and do the 
interviewing in the films. 

I think that thnt's n very important 
point in our program. In order for the pro­
cess to really work, the organizer hos to 
be committed in a way thot on outsider 
never can. He hos to hnvo n stoke in it 
thot only the residents of the community 
can hove. As nn ou tsider I could never 
hove it, however much I could identify 
inlellectunlly or omolionally with tho 
people. I con foci bnd if it doesn't work 
but I con just go back lo Anchorage nnd 
forgel about it. Raymond Woskn, who 
was selected by the people of Emmonak, 
cnn'l do that. His rulolionship to the 
process will be much moro clTcctivo thnn 
mine, and he hos rapidly developed his 
community duvclopment skills. 

Tlw Village Scltlcts the Spokosmon 
Now al the point when they rench a con­
sensus on a problem, nn inclividunl or 
n group of indivirlunls is :mlucled from the 
community. Thcsr. nrc respected opinion 
lenders chosen us spokesmen. 

Again this conlrnsli. with tho "ploy 
hoss'' kind of 11 thing. · They uncl up ldon­
lifying the people in tho communit y they 
rcolly respect. As exnmplo, Frunk Kn mn­
roff, who is inlorvlowr.d in lhc housing 
mm, is tho most poworful lndi vlduol in 
the Komnroff ex tended f11111ily, the most 
pownrful fnmlly in tho Lowr.r Yukon. Dul 
he's nol u guy thot 11n offlclnl would over 
meet, he's nol on o Council or nny1hii1g. 

Film Is Moro Powor/u/ 
Up lo lhis point in lhf! process. It's Leon 
vidcolopo nnd dlsi:ussions. Now u film 
crew comes In ol the rcquusl of tho com­
munity nncl works untlt:r Rny Wnsko. 
We uso film hero 111ninly l>oc:n11so I huvo 
round lhol tho film medium is mur:h moro 
powerful when you're donling outsido 
the lmmodlolc community, wholhor bo­
lween other communil ios or with govorn­
mc•nt rlcclsion-mokcm1. 

' Hue 111111 Iii column I 

Defore iho inlurviuw lnkos ploco, In 
order to ovoid loucling quostlons or intro­
ducing your own bins, lhc person being 
inlurviowcd provides n rough skotr.h of 
whnl ho wonts to soy. It's the intcrvlow­
or's juh lo bring lhn \ out. 

Who Con lro/11 1/io lnl<trvlow? 
Tho intorviowou cfac:idos whriru lho lnlur­
vlow is golnlJ to, toko plnco, within toch­
nlr.111 limilullons (if lhcro'11 n big •vind or 
somothing you hnvn to tlo it lnsi, lu.} I lo 
docldo11 in whnt lnngun80 ho's B 1i1111 lo tlo 
It. Ho rnoy wnnl lo do It In his own Inn· 
gungu, which o number of poop o do. So Ir 
you'ro providing 1111 onvlronmo1 I, 11 sl­
lun llun wh ich tho person control'\, hu cnn 
communlcnlc In 11 vory r.omf orlnLlo wny 



.•• unlike o mooting hclcl with govurn· 
mcnl ofTlclole. 

A So/uUon Is Offered 
Next In tho proc:ot1s, tho 11pokcs1110 11 offors 
II solution. For tho nrut liinu 0 locol pcr­
sun offers n solution - nnd It's rxprossoil 
on n very powerful mudium, Olm. 

Film la good lo on orgn11iz111lonnl 11u11su 
oleo, bocn11a11 It tokes n couplu of wooku 
nrtur tho lntorviuw for tho ntm to ho pro­
c:uaeod nnil tho douhlo-11y:iln111 pri;!w:tor 
brouglit In for n 11crnu11ing. Thl11 ulvu11 
puo/Jlo lhnu lo think ovur whul thoy huvu 
anh. rr you procluco a 15 or 20 rnlnuto 
vicloolopo ln11lund. lho lcrufuni;y in lo wnnt 

to 1111t1 II right 11w11y whuthcr lhu c:om· 
munlty's roocly or not. Film slows the pro· 
cuss down nt lhls r.rur.io l point, givo11 
people 11 chonco to think things over. 

Who Controls lhu Vluwlng? 
I'd liku to mention horu thnt , urtor thu 
intorvlow, tho porHon lntorvlcwocl signs 11 

t•rtt· rulon110 11gruc111unt. Wu nro vory 1111rl!ll 
nhout thiti. Tim prn·rdonsu ngroumnnl 
soys thut no ono ol!lo 1:11n 1100 tho film 
until ho hnn ::crnunucl ii n111l 11rlltotl It nncl 
11i8notl hi11 wrill un npprovol. I lu 11cruo1111 
tho un cut footnuc In privn ln hnhind r.loKml 
cl no rs. 

Usually the first time o person sees 
himself on film he's just flobbergosted -
"There I am on filml" People in the vil­
lages probably see more films than any 
other group in the world that I know of. 
It's just incredible ... they see ot the very 
least o feoture film a week. But seeing 
themselves on film is a shocker. 

Who Controls the Editing? 
The film is shown to the person con­
cerned n number of times, 110 that he con 
gel beyond tho shock of soolnR himself 
nnct con start listening lo what he's soying. 
Now, nt that rioint, if there's nnything 
thut he wonts to delete, it's edited right 
in front of him. He con nctunlly toke tho 
splicer ltimsolf if he wonts to, ond the 
unwnnled foologc is just thrown nwny. 
Perhaps he hos mentioned o politlclun by 
nomc nnd :iuys, "Oh thul's loo strong, 
wo'll jusl cut thnl out.'' He'll do It, right 
th on. 

Also nt thut limo tho film crow Is pre· 
sent in cnso tho indlvldunl decides to ndd 
lo hi!J stnlcnwnl. Hr. muy sny, "Ah nuls, I 
could hnvc snid ii 111uch bettor. I should 
hnvu ndtlctl lo it." Well ho cnn, nt that 
lime. So eventually he puts together n fnir 
rcprc11011totio11 of his view 011 the Issue. 

'J'/1u Fiim Gunorolus IJiscusslon 
in t/111 Villugu 
Onco he HU is to thnt point, hu sign11 o 
wrilll?ll rolooso, whlc:h nllowu it to bu scr.11 
by othur puoplo in thu r.ommunlly. The 
film now In cludes this now ulomunl - 11 

sol111io11 ho11 hcon 1mggc11tu<I. Tho film Is 
then 1111ud lo provoke! discussion nnd 
rc111:tlo11 In tho co111 11111nity. It 11oes hock 
lo tho Htmcrnl communily n number of 
tlrnun over a pnriod of weeks. 

Thu sc;rounings nro lncorporn lud In tho 
ponpl u's llfo:Hylc. Tho villnl(o Hcruoning 
phnso 111 carried out h11tw11011 Jnnunry n11d 
April, whir.h is th o limn whun thlnHll slow 
down 1111<1 1>0opl1? visit unr:h other. 11 '11 not 
clo110 111 :111111nwr who11 puoplo nro corn-
111 11rr.iol fl nhinl( nnd flru Ouhtlng, or In tho 
foll whun tlrny'ro hunllnu, or in tlrn Into 
sprir111 whun lhoy'ru 1-1otli11H ruudy lo go 
nshln& oeuln. 


